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A New List 
of Strong 
Investments 


Our Mid-Year Folder pre- 
sents distinct opportunities for 
conservative investors to se- 
cure exceptionally good re- 


turns from_ securities with 
extra stability. 
Electric light and power 


companies under the manage- 
ment of our own organization 
are included in this list. 


A Convenient Partial Pay- 
ment Plan may be used for the 
purchase of Byllesby securities. 


Send for FOLDER F-70 


H M.Byllesby & Co. 


Incorporated 
York Chicago 
mproadway — 208SLaSalle St 
Providence oston 
ROWeybosset St. 14 State Street. 


























Oil Securities 


Securities of many large oil-pro- 
ducing companies are now selling 
at exceedingly low price levels as 
a result of the present depressed 
condition of the Petroleum In- 
dustry. 


The situation, in our opinion, is 
but temporary, and the large oil- 
producing companies of the 
United States should shortly en- 
joy the greatest prosperity in 
their history. 

All inquiries on the oil industry 
promptly answered. 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall Street, New York 
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Intelligent selection will undoubtedly be re- 
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of rising prices. 
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If so write for these free books and learn 
how to go about choosing the best stocks by 
scientific elimination tests. 
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Investors in Foreign Securities 
and Exchange should receive our 
WEEKLY FOREIGN LETTERS and 
SUPPLEMENTS REGULARLY. 
The current issue can be mailed 
immediately. 

We invite you to write for the Cur- 
rent Issue of our Weekly Foreign 
Letter, supplemented by 


New 
German Industrial 
Bond Letter 


in which we discuss present Econ- 
omic and Industrial Conditions in 
Germany, and also describe Four 
Prime German Industrial Securities, 
namely, Hamburg Amer. Line 4's, 
Krupp Works 4s, German Gen. Elect. 
414s, and Badishe Analin 4%s, which 
issues are representative of Ger- 
many’s leading industries. 

An interesting article by Eugene 
Meyer, Jr., reprinted by special per- 
mission, entitled, WANTED: AN IN- 
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THE MEANING OF DULL MARKETS 


HERE is an old adage in Wali Street which runs “Never sell a dull market.” 
Those who accept this or any other adage without examination are on dangerous 
ground. 


But if we amplify the reading a little and put it “never sell a dull market after a 
major decline” the foundation of the adage will become apparent. Dullness after a 
protracted decline usually means that the weak holders have been eliminated and that 
no further serious declines need be expected. Nothing can put prices down except selling 
orders, and when securities have passed into strong hands the holders cannot be forced 
or frightened into relinquishing them. 


Furthermore, the very fact that the price level has suffered a severe decline is one of 
the soundest reasons for expecting a recovery. The lower prices go, the nearer we are 
to a reversal of trend. 


. Advantages of Buying in Dull Markets 


Dull markets are calculated to depress sentiment and to induce people to defer 
purchases until the markets look more attractive. This is one of the worst of all the 
popular mistakes. Accumulation can be effected to better advantage in dull markets 
than at any other time. Those who fondly imagine that they can wait until the market 
“starts,” and then do their buying just as advantageously, always pay the penalty at- 
taching to procrastination. Prices can get away from a certain level in an incredibly 
brief period—almost over night, in fact—and the waiting element loses the cream of 
the recovery. 


Necessity for Discrimination 


A generally low price level, accompanied by all the earmarks of approaching im- 
provement, does not at any time warrant indiscriminate purchases of securities. There 
are always poor bonds and good bonds; poor stocks and good stocks. Because of the 
abnormal conditions of the present time more than ordinary care should be exercised in 
the choice of securities. 

The Financial World Investors Service gives particular attention to this factor. A 
list of specific recommendations in the railroad, public utility, copper, industrial, foreign 
security and other divisions of the market is produced at regular intervals. This list is 
revised whenever conditions and prospects warrant alterations. 


How Long Will the Dullness Last? 


This is a question which no one can answer in an exact manner with any assurance 
of accuracy. However, there are so many important developments pending that a pro- 
tracted period of dullness appears highly improbable. Most of the prospective develop- 
ments are now of a constructive character, and the prevalent depression of sentiment 
may vanish or be reversed at any time. The Financial World Investors Service will 
keep you fully informed as to both current and potential events and their probable effect 
on security prices. 


Let us send you a specimen copy of our “Weekly Review of the Situation and 
Outlook” so that you can carefully digest its contents and decide for yourself as 


to whether or not it meets with your personal requirements. The coupon below 
is for your convenience. 











THE FINANCIAL WORLD INVESTORS SERVICE 
29 Broadway, New York 
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Getting Back to Normal 


By THOMAS GIBSON 
Article IV 


Money and Credit Conditions 


1920 the following quotation appeared : 
“When there is a general impression 

that the price of some commodity is likely 
to rise because of an unusual demand, a 
short crop, or any other cause, there is a 
disposition among dealers to increase their 
stocks in order to profit by the expected 
rise. This disposition tends in itself to 
produce the effect which it looks forward 
to—a rise’in prices. If the rise is con- 
siderable and progressive, other speculators 
are attracted, who, so long as the 
price has not begun to fall, be- 


|: THE FINANCIAL WorLp of May 24, 


justified by supply and demand. They 
fall, however, much lower; for as, when 
prices were rising, and everybody ap- 
parently making a fortune, it was easy to 
obtain almost any amount of credit, so 
now, when everybody is losing, it is with 
difficulty that firms of known solidity can 
obtain even the credit to which they are 
accustomed, because all dealers have en- 
gagements to fulfill and no cne likes to 
part with ready money. To these rational 
considerations there is superadded, in ex- 


a commercial revulsion, fall as much below 
the usual level as during the previous 
period they have risen above it. The fall, 
as well as the rise, originates, not in any- 
thing affecting money, but in the state of 
credit.” 

When the foregoing statement was 
made in these columns the level of com- 
modity prices, according to Bradstreet 
index number, was 20.7341. It is now, 
according to the same authority, 10.7284, a 
decline of almost fifty per cent. The 
average of active industrial stocks 





lieve that it will continue rising. 


was 82.31. Itis now 64.53. There- 
fore the general level of com- 





These, by further purchases, pro- 
duce a further advance, and thus a 
rise in prices for which there were 
originally some rational grounds 
is heightened by merely speculative 


purchases until it greatly exceeds 3 


what the original grounds will 
justify. After a time this begins 
to be perceived, the price ceases to 


rise, and the holders, thinking it . 


time to realize their gains, are 
anxious to sell, Then the price 
begins to decline, holders rush into 
the market to avoid a loss, and, 
few being willing to buy in a fall- 
ing market, the price falls more 
suddenly than it rose. Those who 
have bought at a higher price than 
reasonable calculation justified, and 
who have been overtaken by the 
reversal before they’ had sold, are 


1916 91919 1920 


1921 


modity prices has been practically 





cut in two and the average price 
of stocks has declined about 
twenty-five per cent. The ratio of 
reserves of the Federal Reserve 





System was 40.2 per cent. in May, 
1920, and is now 68.7 per cent., an 
increase of seventy-two per cent. 








The paragraph quoted was writ- 
ten by a great authority whose 
views on commercial crises have 
always been considered sound— 





John Stuart Mill. Because of the 
pertinent application of the mat- 
ter to conditions which existed 
when it was reproduced in THE 





IVA | 


FINANCIAL WORLD, it was given a 
full page in large type and appro- 
priately called a “Little Sermon.” 


It is quite clearly the case that 





losers in proportion to the great- 
ness of the fall and to the quantity 
of the commodity which they hold, 
or have bound themselves to pay 


re r 


4 
AWA 


any man who read and was gov- 
erned by this brief and simple ex- 
position of economic law was 

















enormously benefited, whether he 





for. 





Rediecounts, etc. 
(en 


Federal Reserve Notes 





Reserves 


was engaged in general business 








“The most usual cause of general 
embarrassment is the recoil of 
prices after they have been raised 
by a spirit of speculation, extend- 





FFDERAL RESERVE SYSTEM 


Rediscounts and Notes (in Billions of Dollars) 
and Ratio of Reserves to Deposits and Notes 


Or in operations in the security 
markets. But it is safe to say 
that very few people accepted or 
acted upon it. It did not co- 
ordinate with the popular senti- 








ing to many commodities. When, 
after such a rise, the reaction comes and 
prices begin to fall, though at first perhaps 
only through the desire of the holders to 
realize, speculative purchases cease. Were 
this all, prices would only fall to the level 
from which they rose, or to that which is 
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treme cases, a depression as unreasoning 
as the previous over-confidence; money 
is borrowed for short periods at almost 
any rate of interest, and sales of goods for 
immediate payment are made at almost 
any sacrifice. Thus general prices, during 


ments and beliefs of the hour. 
This may be called after-event wisdom, 
which cannot now be made use of, but the 
matter is reproduced in the hope that an- 
other quotation from the same authority 
may sink a little deeper. In another part 
of his study of commercial crises Dr. Mill 
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showed beyond debate that there could 
be no such thing as general over-produc- 
tion of commodities for any considerable 
length of time. In concluding this dis- 
cussion he said, in part: 

“| have already described the state of 
the market for commodities which ac- 
companies what is- termed a commercial 
crisis. At such times there is really an 
excess of all commodities above the money 
demand; in other words, there is an under- 
supply of money. From the sudden an- 
nihilation of a great mass of credit, every- 
one dislikés to part with ready money, 
and many are anxious to procure it at 
Almost everybody, there- 
fore, is a seller, and there are scarcely 
any buyers, so that there may really be 
though only while the crisis lasts, an ex- 


any sacrifice. 


treme depression of general prices from 
what may indiscriminately be called a glut 
of commodities or a dearth of money. 
But it is a great error to suppose that a 
commercial crisis is the effect of a gen- 
eral excess of production. It is simply the 
consequence of an excess of speculative 
purchases. It is not a gradual advent of 
low prices, but a sudden recoil from prices 
extravagantly high. Its immediate cause 1s 
a scarcity of creait. The remedy is, not a 
reduction in supply, but the restoration of 
confidence. This temporary derangement 
is an evil only because it is temporary. The 
fall being prices, if 
prices did not rise again no dealer would 
lose, as the smaller price would be worth 
as much to him as the larger price was 
before. * * * The true interpretation 
of the modern state of industrial economy 
is that there is hardly any amount of 
business which may not be done if people 
will be content to do it on small profits.” 


solely of money 


This expresses in remarkably few words 
the most imperative needs of the present 
time—restoration of confidence, and a 
willingness to return to an era of reason- 
able profits. With these two ingredients 
there is, as Dr. Mill states, scarcely any 
limit to the amount of business that can 
be done. We have gradually been working 
toward that desirable consummation and 
will probably reach the turning point soon, 
if, indeed, it has not already been reached. 
We have passed through the stages of 
acute deflation more quickly and with less 
disturbance than in any previous crisis. 

PRESENT CREDIT SITUATION 

A glance at the graph which accom- 
panies this article will show the rapid im- 
provement in credit conditions since the 
peak of the strain was reached late im 
1920. The ratio of reserves is now higher 
than at any time since the middle of 1918. 
If it were not for peculiar circumstances, 
this ratio would now be much higher, or, 
to put it the other way around, the volume 
of rediscounts and notes would be much 
lower. The fall in prices 
would have released a tremendous amount 
of credit if the failure of owners of com- 
modities to liquidate had not resulted in a 
great mass of what is called “frozen 
credit.” Between May 1 and December 
31, 1920, Bradstreet’s index number of 
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commodity 


commodity prices fell from 20.7341 to 
12.6663, or almost forty per cent. in eight 
months. When we come close to cutting 
prices in two in such a brief period it is 
only by extraordinary efforts that a seri- 
ous panic can be averted. As it was, our 
banking system stood the strain, but it 
was left with a heritage of loans which 





Foreign Trade 

HE question of the 

future of our Foreign 

Trade—of the how of 
its promotion, development 
and establishment—is a ques- 
tion of absorbing interest. 
Large imports are essential in 
order to create demand for 
our surplus production. The 
truth lies between the two ex- 
tremes of opinion; the one 
underestimating, and_ the 
other overestimating the im- 
portance of our relations with 
Europe. 

In Chapter 5 of his “Getting 
Back to Normal” series, Mr. 
Gibson will range the various 
opinions side by side, will di- 
sect them and find their flaws 
and their strength. 

The next chapter will be of 
utmost interest. It will pre- 
sent a cool opinion of the 


outlook. It will discuss 
Europe’s debt to us. 
No more authoritative 


analysis of the present situa- 
tion, its needs and its portent, 
is appearing in current finan- 
cial literature than this series 
of Mr. Gibson’s.—The Editors. 











must be liquidated later on. If the bank- 
ers had insisted on immediate liquidation 
in a market devoid of buying power there 


would unquestionably have been financial 
chaos. 


But we may now safely assume that the 
danger has definitely passed. There are 
still many of these “frozen loans,” but the 
imperative liquidation is over and, as the 
graph clearly shows, the credit machine is 
now in a position to easily meet any con- 
ceivable future strain, This improvement 
in the credit situation is a matter of para- 
mount importance and those who overlook 
it are leaving out one of the most vital and 
gratifying equations of 
problems. 


FUTURE INTEREST RATES 


There is considerable division of opin- 
ion as to the future of interest rates. A 
number of observers whose views are en- 
titled to respectful consideration are look- 
ing for a recovery in commodity prices, 
which may reach such proportions that it 
will represent a secondary period of infla- 
tion. There are also a number of influen- 
tial politicians and business leaders who 
openly advocate the stimulation of busi- 
ness and the restoration of confidence 


our present 





through a more liberal policy in the grant- 
ing ot loans. And these advocates of in- 
flation (to speak plainly) can make out a 
pretty good case. but everything depends 
on the use made oi a freer suppiy oi 
credit. it the funds released were em- 
ployed only in furthering productive en- 
terprises, tew people wouid care to criticize 
the proposed policy. but if a large part 
or any considerable part oi the increased 
supply oi credit was to be employed in 
financing speculative ventures we would 
simply run into a repetition of the serious 
dangers irom which we have happily es- 
caped. In using the word “speculation” 
the meaning is not confined to operations 
in the security markets, but extends to 
speculative purchases of commodities or 
over-expansion of doubtful business ven- 
tures of any kind. 


It is admittedly very difficult to con- 
trol the distribution of credit when there 
is an ample available supply. li the Fed- 
eral Reserve Banks were to reduce the 
rediscount rates to say five per cent. in 
order to carry out the plans of the infla- 
tionists, with no rigid restrictions as to 
the allocation of loans, the speculators 
would manage to get hold of a lot of it. 
lf a banker can rediscount at his Reserve 
Bank at five per cent. and loan the pro- 
ceeds to a speculator at six or seven per 
cent, he will, generally speaking, do so 
as a mere matter of business. The only 
way to prevent this is to keep the redis- 
count rate above the market rate for 
money, unless we resort to the hampering 
and disturbing process of supervision and 
allocation of loans, 


RELEASE OF FROZEN CREDITS 

Those who believe that commodity 
prices and general business are on the eve 
of a recovery are inclined to assume that 
an advance in these quarters will mean 
higher interest rates. They point to the 
increased amount of credit required by 
general business, plus the extraordinary 
demands for Government and foreign 
financing, and assume a return of strin- 
gency. If the expansion were carried far 
enough this would occur, but there is not, 
in the writer’s opinion, much cause for 
concern as to the immediate future. The 
saving factor would be found in the re- 
lease of the frozen credits referred to 
heretofore. In the early stages of a re- 
covery in commodity prices a new batch 
of loans would be thawed out and liqui- 
dated at every stage of the recovery, and 
the amount thus added to the available 
supply would offset the large amount re- 
quired in financing general business. 


A rise in commodity prices might, and 
probably would occur without any ex- 
traneous stimulant in the way of inflation. 
This would release these frozen loans 
gradually and in a more healthy manner 
than would any method which made it 
easy for people to borrow money. Take 
the farmer, for example. If the price of 
wheat rises gradually and for natural 
reasons, he will work out of his over- 
extended position, or the banker will re- 

(Continued on page 144) 
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What Becomes of Profits ? 


21: Bethlehem Steel Corporation 


What Became of 300 Million Profits and New Capital Subscribed ?—War 
Record of “‘King of the War Babies’ —Aftermath of Debts 


its war reputation when the com- 

mon stock went up from $46 to an 
even $600 a share in 1915, and to $700 in 
1916. 


e HE king of the “war babies” earned 


When the War broke out in Europe in 
1914, Charles M. Schwab, that peer of 
American salesmen went abroad and took 
a gambler’s chance that the war would 
last when the rest of the world was nearly 
unanimous the war couldn’t last long. He 
took war orders, and proceeded to build 
up a gigantic plant to fill those orders, 
spending over $151,000,000 on plant, in 
cold cash, in three years. It would have 
meant swift and sure ruin had the war 
not lasted. 


Huge debts incurred for that plant in 
1916-7-8 and still outstanding, nearly 
$160,000,000 more than in 1914, explain 
the drop in the common stock from $700 
the wartime high to around $150, or 
around 50 for the present stock, 3 shares 
of which equals one share old common. 
Today, despite its huge debt load, and stag- 
nation in the steel business, a price of 
45, equivalent to 135 for the old Bethle- 
hem common prior to 1917, would have 
been deemed an inane if not insane im- 
possibility. It is a monument to the 
daring of Schwab. He took a big chance 
—and won. 


About $90,000,000 was the book value 
of Bethlehem plants, inventory and net 
working cash asets at the end of 1914. 
More than $94,000,000 was charged off 
to depreciation from 1915 to the end of 
1920, and over $336,000,000 is the “depre- 
ciated” or net book value of plants, in- 
ventory and working cash to start 1921. 
However, whereas $200,000,000 a year 
business was done in 1915-16 on only $90,- 
000,000 assets (and profitabie, low-cost 
business; expanding to $448,000,000 busi- 
ness in 1918), today about $200,000,000 a 
vear business with $336,000,000 assets, and 
large debts, and expanded capital, further 
explains the easing off of the stock from 
the wartime high. 


The year 1921, despite stagnation, will 
probably show more sales than in 1915, 
when Bethlehem went to 600. 


Vast profits were piled up by Bethlehem, 
but unfortunately much of the profit was 
of the paper sort, and was more or less 
vitiated by the huge increase in debt and 
new capital to carry plant expansion and 
inventories. 


No less than $86,538,717 paper profits 
for the 2-year period 1915-6 more than 
double the aggregate profit in all the ten 
years’ previous history of the company 
from incorporation Dec., 1904, to the end 


July 25, 1921 








By “SEELBY” 


of 1914. Those ten years combined profits 
were less than the average yearly profit 








CHARLES M. SCHWAB 
The Genius of Bethlehem Steel 


reported by Bethlehem Steel Corp. for 
each of the six years, 1915-1920 inclusive. 
The “profits,” as used in this paragraph, 
are those reported by the company book- 
keepers before charging interest and divi- 
dends, and before depreciation, but after 
taxes. 


Very interesting is the story of Bethle- 











Debts to Pay 


The world has heard much about the won- 
derful growth of Bethlehem Steel Corp. dur- 
ing the war. ,It has not heard the other 
side: the growth of debts to pay for new 
plant and unsold merchandise. Bonded debt 
grew from 36 millions at the end of 1914 to 
144 millions to start 1921, and besides, over 
45 millions were raised by sale of preferred 
and common “B” stock. Today it costs $12,- 
500,000 a year to pay simple interest and pre- 
ferred charges, ahead of the common stock, 
or three times the total yearly profit before 
the war! Besides this $12,500,000 a year, debts 
begin to mature in large amount beginning 
1922, as follows: 

1922 
Feb. 1: Maryland Steel Co. 5s 

(1892) 

April 1: Bethlehem Steel Co. ma- 


$1,903,000 


TEMG SUBIOTIORE “TH... ness sssass 1,000,000 
May 15: Bethlehem Steel Co. 7% 
equipment certificates .......... 266,000 
June 1: Bethlehem Steel Co. 6% 
equipment “B” notes .......... 75,000 
July 1: Fore River Shipbuilding 
Corp. 1st serial 5s (1918)........ 39,000 
July 15: Bethlehem Steel Corp. 7% 
notes, “D’’ Series, 1918 ........ 7,497,000 
Oct. 1: Bethlehem Steel Co. ma- 
rine equipment Te... 2. cicsseccs 1,000,000 
$11,780,000 
1923 
April 1: Bethlehem Steel Co. ma- 
FERS GOUDEN "Thi eo 6cccccccss $1,000,000 
May 15: Bethlehem Steel Co. 7% 
equipment certificates .......... 266,000 
June 1: Bethlehem Steel Co. 6% 
equipment “B”’ notes .......... 75,000 
July 1: Fore River serial 5s .... 39,000 
July 15: Bethlehem Steel Corp. 7% 
notes, Series “E,” 1918......... 19,986,000 
Oct. 1: Bethlehem Steel Co. ma- 
SN CEI oc capeuacs 6uces <eepieas 1,000,000 
$22,366,000 








hem’s wartime profits, and those to the 
end of 1920, and what became of those 
profits. 


The outstanding feature of earnings in 
the four war years 1915-6-7-8 and the next 
two years 1919-20 is that $146,5033,157 
book profit is reported for the six years, 
out of which $80,235,509 was paid out in 
interest and dividends to security holders. 
These profits are net after a further $94,- 
996,400 written off for depreciation, etc. 


With over 146 millions net profits, and 
only 80 millions paid out in dividends and 
interest, over 66 million dollars surplus 
net profit is seemingly left for new plant, 
and working capital, and to pay off bonded 
debt—to say nothing of another 95 millions 
representing new plant absorbed in depre- 
ciation charges against old plant. 


On the contrary, the company was 
plunged deeper and heavily into debt. 
Further borrowings, net now outstanding, 
exceeded by over 74 million dollars all the 
dividends and interest paid. 


Whereas Republic, U. S. Steel and 
others used some of their war profits to 
reduce funded debt, Bethlehem Steel 
Corp. starts 1921 with the tremendous to- 
tal of $144,633,612 funded debt, versus 
only $36,207,700 at the end of 1914. Nor 
is that all the new borrowings or new 
capital raised. The corporation also 
created and sold $30,000,000 of new 8 per 
cent. cum. preferred stock in 1917, and 
also near $15,600,000 of new common “B” 
sold for cash, apart from near $30,000,000 
“B” stock isued as a 200 per cent. stock 
dividend on the common. No less than 
$154,012,912 is the aggregate net amount 
new capital borrowed and raised, and still 
outstanding to start 1921, over and above 
the end of 1914. This $154,012,912 new 
funds subscribed compares with $80,235,- 
504 paid in dividends and interest. 


What became of the $146,503,157 profits 
plus $154,012,912 net new borrowings of 
six years, or over $300,000,000 combined 
profits and borrowings? 


Against those $300,000,000 only $3,320,- 
246 more net cash assets remain on hand 
to start 1921 than at the end of 1914. A 
further $80,235,509 was paid out, we have 
seen, in dividends and interest. Interest 
on bonds and notes, took $42,079,554 for 
the six years; common dividends in five 
years took $24,102,315; old 7 per cent. pre- 
ferred dividends for six years took $6,261,- 
360 and new 8 per cent. preferred divi- 
dends for 3%4 years took $7,792,280, or 
$80,235,509 dividends and interest. 


The remainder, $217,000,000 of the $300,- 
000,000 “profits” and borrowed capital of 
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Six years was swallowed up in 
gains” ($154,676,348 growth besides $95,- 
000,000 charged off since the end of 1914) 
and inventory on hand $62,077,944 growth 
since end of 1914). 


“plant 


The figures show that Bethlehem spent 
$249,672,808, or a quarter billion dollars 
in six years on fixed plant. Not one cent 
of this sum was charged to working or 
operating cost. In other words, this quar- 
ter billion is over and above plant expense, 
if any, which may have been charged to 
working cost. Against $249,672,808 cash 
so spent new plant $94,996,460 was 
charged off in depreciation, depletion and 
obsolescence of old plant in six years, and 
$154,676,348 is carried on the books as net 
gain in fixed plant after depreciation. The 
books show $80,701,289 plant and deferred 
charges at the end of 1914, and the same 
items stood at $235,377,637 to start 1921, 
after nearly $95,000,000 written off in six 
years in depreciation, etc. 


More than half of Republic Iron & Steel 
Co. paper profits in six years, I showed 
last week, were tied up in “plant gains” 
—which are never available profits, if 
profits at all. Republic, at least, was able 
to finance-all its plant gains and also 
inventory growth, out of profits, and to 
pay off and reduce some of the bonded 
debt besides. 

Even better than Republic, the United 
States Steel Corp. was able to take care 
of all plant gains, inventory growth, more 
working capital requirements, and also pay 
off and largely reduce bonded debts—all 
out of profits. 


However, Bethlehem’s $154,626,000 net 
“plant gain” after depreciation, or book 
profit tied up in plant gain, exceeds the 
$146,503,000 book profits of the entire six 
years, even before paying interest and 
dividends. That explains the necessity for 
Bethlehem to raise more capital, and why 
it was compelled to offer 8 per cent. on 
the preferred stock to invite capital, at 
a time when the common shares were 
selling near 700, and when 6 per cent., 7 
per cent. and even 5 per cent. sufficed in 
other ventures. 


on 


The query seems pertinent whether 
items in plant gain should not have been 
charged to working cost, or to heavier 
depreciation write-offs. If so, that would 
have made costs more and book profits 
less. The same plant would be there to a 
nail, and the same real profit. 

In cases like Bethlehem, Republic, and 
hundreds of other corporations, where 
bookkeepers use a wide latitude of discre- 
tion in keeping tools, repairs, etc., out of 
working costs, and charging them to per- 
manent plant, it must follow that official 
statements as to so-called working costs, 
profits, and plant gains are meaningless, 
almost if not quite. 

Over $49,500,000 such plant gains ac- 
crued after the war in two years 1919-20, 
net after a further $26,500,000 charged off 
to depreciation, etc. 


Coming now to inventories, in the “great 
year” of Bethlehem, when the stock went 
from $46 to $600 a share in 1915, the 
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Bethlehem Steel Corporation 


(Its finances, book profit and available profit, share prices, dividends, etc.) 





Finances: Debts, Cash and Other Assets, Capital (Dec. 31). 


As Reported in the Company’s Balance Sheet. 








Cash Debts It Owes 1920 1919 1918 1917 1916 1915 
Current payables...... $52,369,382 $54,244,017 $77,354,611 $81,024,462 $50,420,469 $52,329,314 
Funds to Pay Them 
Working cash, receiv- 
ables & securities.... 56,634,622 75,382,460 77,903,956 82,868,028 48,264,088 54,531,170 
Net Cash Position... $4,265,240 $21,138,443 $549,345 $1,843,566 —$2,156,381 $2,201,756 
Other Assets (1: Semifluid) 
Trusteed funds........ $24,549,287 $7,549,997 $53,738,700 $39,772,565 $1,989,582 $2,160,424 
ae 73,208,678 67,499,811 79,596,148 71,051,937 38,499,726 12,132,552 
Other Assets (2: Fixed) 
Plant; defrd. charges.. 235,377,687 206,803,961 185,766,958 187,849,410 132,830,334 77,458,315 
Issued Capital 
PE ich scacus ss seene 144,633,612 119,514,105 144,746,932 132,938,000 68,590,000 31,099,000 
8% pfd. cumulative.... 30,000,000 30,000,000 30,000,000 = 29,724,000 0 0 
7% pfd. “A,” non-cum. 14,808,000 14,908,000 14,908,000 14,908,000 14,908,000 14,908,000 
Common, par $100..... 14,862,000 14,862,000 14,862,000 14,862,000 14,862,000 14,862,000 
Com. “B,”’ non-voting. 45,000,000 45,000,000 45,000,000 44,586,000 0 0 
Capital Liabilities. ..$249,989,612 $224,870,105 $250,102,932 $238,018,000 $98,360,000 $60,869,000 
Profit-Loss Surplus... $10,826,785 $10,304,610 $10,057,845 $11,013,615 $9,370,198 $6,278,390 


Book or Paper Profits for Year 


Based on Sales and Income Account, 


Less What Company Bookkeepers Charge as 


“Working Costs,” Depreciation, Etc. 


1920 1919 





1918 1917 1916 1915 
ee ee $274,431,236 $281,641,908 $448,410,809 $298,829,531 “ 2E4.556 = ceeeee 
Other income.......... 1,389,182 2/293,469 3,771,051 976,599 624,758 1,038,624 
Less: Working cost, 

selling, tax@s........ 239,468,865 246,494,159 394,993,090 247,926,759 156,192,005 _...... 
Dereoiation, obsolese... 13,941,515 12,566,152 31,510,366 17,911,641 14,350,786 4,716,000 
SS. SSS eae 7,951,203 9,518,206 9,748,012 8,746,982 3,772,556 2,342,595 
8% pfd. dividends..... 2,400,000 2,400,000 2,397,800 594,480 0 0 
7% pfd. dividends..... 1,043,560 1,043,560 1,043,560 1,043,560 1,043,560 1,043,560 
Net for Common...... $11,015,275 $11,913,300 $12,489,030 $25,682,697 $12,550,408 $16,719,253 
Deduct “Special Ap- 

propriation” ...... .- 7,500,000 7,500,000 7,500,000 17,500,000 35,000,000 12,500,000 
Wes. D DRMIG. os ccie scopes $18.40 $20.01 $21.01 $43.20 $84.44 $112.50 


*Per share common and “B,” combined, as 
appropriation. 


of Dec. 31, yearly, before deducting special 


“Available Profits,” in Realizable Assets. 


Based on Realizable Assets on Hand at the End of the Year, as Reported in Balance Sheet, 
ae of Bookkeepers’ “Working Costs,’ Etc. 


Net cash, + or — 


--—$16,873,000 +$20,589,000 — $1,294,000 + $3,999,000 — $4,357,000 + ae 


Dividends paid........ + 2,993,100 + 4,166,535 + 5,944,800 + 6,539,280 + 4,458,600 


Inventory, up, down..+ 5,709,000 — 12,097,000 
Net debit, below....... 


+ 8,545,000 + 32,552,000 + 26,367,000 + 1,002,000 
— 202,000 + 16,856,000 





Available Profit...... 


-— $8,171,000 +$12,658 ,000 
A share, Dec. 31...... L 20.92 


oss 


Further Profit or Credit, but not in Available Form. 


+$12, cet) +$26,234,000 +$26,468,000 + $2,259,000 
21.4 


$43.37 $178.09 $15.20 





Credit: Plant gains. ...+$28,575,000 +$21,037, on — $2,083,000 +$55,019,000 +$55,372,000 +$3.243.000 
Trust funds, + or —.,**.+ 17,000,000 — 46,189,000 + 13,966,000 + 37,783,000 — 171,000 + 1,502,000 
Bonds paid off, net.... 0 + 25,232,000 0 0 5,108,000 
Debit, new bonds...... — 25,110,000 0 — 11,809,000 — 64,348,000 — 37,491,000 0 
Deb. new 8% pfd...... 0 0 - 276,000 — 29,724,000 0 0 
Deb. “B” stock sales.. 0 0 0 — 15,586,000 0 0 
Unavailable Profit. ... .+$20,455,000 + $80,000 Debit Debit +$17,710,000 +4$9,853,000 
Net debit or excess 

cash capitalcomnsumed e....... wc cee 202,000 — 16,856,000 ‘iecaes  Gubaes 


Price Range of Shares; Earnings; Dividends. 


8% pfd. cum. conv. 1921 1920 1919 1918 1917 1916 1915 1914 1913 1912 
ery 107% 114 116 106% 101% pone “ane None None None 
Laer phe bicenossebabhen suas ry =. 964% 93 ; an sie vase 
JS ra rae 8.00 8.00 None 

7% pfd., non-cum ; 

i.  Rabcunsepky wamead 93% 102% 108 94 136 186 184 9156 74 80 
[i cibhines<es benesee- so 90 90 84 84 126 91 68 624% . 56% 
POA . cccusebie es. ay 81% 87% 91% 179% 292% 119% 37% 34% 13 
PE os cc aeenanus 7% 7% 7% 7% 7% TW TW 5% 5% 90 

Common, par $100 
i. LKtpckunbuuhswors 59% «996% 107% 96 515 700 600 46% 41% 51% 
Mn “csetcnessusekhsunys ies 47 55144 60 664% 415 46% 20% 25 27% 
oS eee 18.40 20.01 21.01 43.20 84.44 112.50 32.60 27.50 6.90 
TPES DIOL a secnens ad Loss 20.92 21.49 43.37 78.09 Pe) cone. sack 
Dividend, Cash ........ 5.00 5.00 8.25 10.00 23.50 22.50 . 0 0 C) 0 
ee RE IO, 5000000: 0 0 0 0 200% 0 0 0 ° 0 

“B” Common Stock 
MR shccessachsbbeeasen 65 102% 112 94 156 None None ante None None 
DT? dc atennvesaeken ace 41% 48%, 55% 9% 66% ° % esee “wees 
Dividend, Cash ........ 5.00 5.00 8.25 10.00 6.00 . ° 


Profit—*Same as common since date of issue, 1917. 








profits were largely in cash form, and not 
unduly tied up in inventory nor plant 
growth. Some $5,108,000 bonded debt was 
paid off out of profit in 1915; over $1,500,- 
000 was added to trust funds; $1,250,000 
was added to net cash position. Inventory 
gain was only $1,002,000, a trivial sum. 
These cash and inventory gains aggregate 
near $60 a share on the common, besides 
$22 more a share ($3,243,000 net) plant 
gains, all provided out of profits in 1915, 


without any new financing, and on the 
contrary, reduction of bonded debt. 


Beginning with 1916, every good year 
has seen inventory growth swallow up a 
large part of the book profit of the year, 
or more than the book profit. 


In 1916, inventory piled up over $26,- 
000,000 during the one year, or more than 
double the book profits for the common 


(Concluded on page 156) 
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Frisco—A Rail with Prospects 


This Railroad Has Made Noteworthy Progress Since Reorganization—lIts 
Operating Expense Record Promising—The Securities 


N authority on railroad securities, 
A following the enactment of the 

Transportation Act of 1920, made 
this emphatic assertion: “Watch the per- 
formance of the railroads that have been 
reorganized in the past decade, for they 
will be among the real surprises of the 
new efa in railroad history that came with 
the termination of federal control.” 


In connection with that statemen%, it is 
interesting to note that, in the past, when 
the railroads generally entered a period 
ef favorable conditions, and made 
progress, the securities of the properties 
that had been through the rigid prepara- 
tion of receiverships usually gave the best 
account of themselves, relatively speak- 
ing. 

Another statement of importance is 
that of a well-known analyst in Wall 
Street, who has specialized in railroad 
securities for years, to the effect that the 
“outstanding growth and prosperity of the 
next ten years, so far as railroads are 
concerned, will be in the territory lying 
between the Mississippi River and the 
Rockies, from Nebraska to the South.” 


BRIGHT FUTURE 

So we have, as a preliminary for a study 
ef the St Louis-San Francisco Railway 
Company, the authoritative opinion of ex- 
perts which is favorable to the company 
because its lines of operation are in that 
territory which appears to have the most 
promising future, and because a little more 
than six years ago it emerged from a 
rigorous period of receivership and since 
then has been steadily improving. 


It seems, judging by more recent statis- 
tics, that the performance of the ’Frisco 
from now on shall be rather exceptional 
among the smaller, so-called cheap rails. 


This does not mean that all of the 
securities of the road are entitled to 
treatment as investments, or even as 
speculative investments. On the con- 
trary, there are certain factors in this 
particular situation that necessitate a dis- 
tinct differentiation. There must be very 
decided reservations regarding the stocks. 
The latter, in the present writer’s opinion, 
cannot be classed as having any investment 
qualities. They are highly speculative. 


But the adjustment and income bonds, it 
is believed, offer special opportunity for 
profitable investment and their possibilities 
in the direction of price appreciation are 
noteworthy. Here is a record which has 
a direct and most favorable bearing upon 
these securities—every year since the re- 
organization in 1916, the company has 
been making steady progress and has been 
consistent in its showing of a comfortable 
margin over fixed charges. The same 
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tribute cannot be paid to many railroad 
systems; not even some of those which 
are usually looked upon as strong and 
prosperous. 


Although the operating ratio of the 
’Frisco never has been as high, compara- 
tively, as some other roads with a similar 
traffic density, the company even now is 
evidencing a promising and remarkable 
ability to overcome obstacles and to save 
an appreciable amount of revenues for 
net. 


COMMON EARNINGS 


It has been stated that neither the pre- 
ferred nor the common stocks can be con- 
sidered investments, that they are specu- 
lative. For one thing, the Transportation 
Act of 1920 provides that a company shall 
earn six per cent. on property valuation. 
In the case of the ’Frisco the tentative 
valuation is low, compared to capitaliza- 
tion, and the stocks must therefore suffer. 


It has been estimated, by a private 
statistical agency or bureau, that, basing 
the computation on the valuation of the 
property as fixed tentatively by the Inter- 
state Commerce Commission, the com- 
pany should be able to earn better than 
45% for the preferred stock, and a little 
better than five per cent. for the common. 


At first blush, this would seem encourag- 
ing. But it will not pay to be casual in 
accepting the estimate. It is to be kept 
in mind that there is only $7,500,000 of 
preferred stock outstanding of an author- 
ized issue of $200,000,000. Should the 
company see fit to issue more of the pre- 
ferred stock, it can be seen that the earn- 
ing ability of the shares would decrease, 
and the added securities ahead of the 
common would draw blood from the 
earning power of the common stock. 


Let.us, therefore, in order that we may 
get the most out of the situation as in- 
vestors, reform the financial or corporate 
structure, 


For this purpose, we will take into con- 
sideration the: 

Cumulative adjustment 6% bonds, now 
selling at about 66; 

Income 6% bonds, now selling at about 
54; 

Preferred 6% non-cumulative stock, 
quoted at about 32, with only occasional 
sales recorded; and, 

Common stock now selling at about 23. 


To all intents, the adjustment bonds are 
a preferred stock, whose dividend is being 
paid and is cumulative. It is obtainable at 
a price which affords an income return 
of better than 9%. The preferred pays 
no dividend, and is under a cloud inasmuch 


as there always is the possibility that the 
amount outstanding may be increased. 

The fact of the matter is, there is no 
difference between the adjustment and in- 
come bonds and the stocks save that the 
former have a maturity. So the bonds 
easily can be treated as stocks and, because 
they are mortgaged bonds with maturity, 
they can be considered far safer as 
investments. 

So, it may be asked, why should the 
investor purchase the preferred stock, 
even though it is selling at 32, when the 
adjustment bonds can be bought to show 
such a splendid yield. The same may be 
said regarding the income bonds as com- 
pared with the common stock. 


Here is an opportunity for the investor 
to obtain the income he may desire for 
his money and at the same time may take 
advantage of speculative possibilities that 
do not rest in very many bonds. The 
writer therefore would suggest that any- 
one who is interested in the ’Frisco, as an 
investment and _ speculative proposition, 
give attention to the corporate structure 
without regard for the stocks of the com- 
pany, treating the before-mentioned bonds 
as stocks. 

PRESENT STATUS 

We now will turn our attention to the 
statistics of the company in the light of 
this year’s performances, and in the light 
of certain factors which appear in the 
equation and which enable us to obtain 
a fairly vivid idea of the possibilities of 
the company. 

It is admitted that the performances 
of the railroads in the fore part of the 
current year were anything but encourag- 
ing upon casual examination, and taking 
the railroads as a whole. But, as has 
been remarked previously, it does not pay 
one to be casual in reviewing the possi- 
bilities of any railroad. 


In January and March of this year, 
however, the ’Frisco earned its fixed 
charges and an amount equal to nearly 
two per cent. for the common stock. The 
latest estimate of the property valuation 
of the ’Frisco places the total at approxi- 
mately $275,000,000. Had conditions been 
normal in the first three months of this 
year, and operating expenses normal, the 
road would have earned about 4% on the 
common. 


But that amount would have been in 
excess of six per cent. on property value, 
which excess would not have accrued 
to the stock. So it may be seen that the 
common stock may be eliminated from 
the present consideration as such a low 
indicated earning power deprives it of 
speculative attraction. 
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There is the possibility that, when the 
final valuation of the ’Frisco is made it 
may prove sufficiently high to permit of a 
return that will afford the common stock 


a better earning power. But even though 
this should prove to be the case, there 
remains the possibility that the preferred 
stock outstanding may be increased so as 
to result in offsetting any advantage in 
that respect. 


In 1920, the operating ratio of the ’Frisco 
was 88.4%. In the first quarter of this 
year, when the ratio of expenses generally 
is highest for this company, the ratio of 
operating expenses to gross had been re- 
duced to the annual rate of 76.9%. This 
would indicate a commendable ability on 
the part of the company to cut down in 
costs and to improve efficiency, which is 
something which any bondholder and 
stockholder must be concerned about. 


The ’Frisco is one of the American 
railroads which has been subjected to the 
sort of experience which has served to 
cast discredit upon railroad management 
in the past. There was, for example, the 
acquisition of the Chicago & Eastern 
Illinois, that loaded the company with 
back-breaking fixed charges. This was 
comparable to the acquisition of the West- 
chester by New Haven. In both cases an 
excessive price was paid, which meant 
heavy additional charges against the 
earnings of the companies. The only 
difference was that the C. & E. I. might 
have been an advantage to the ’Frisco 
because of its strategic position. But the 
cost to the latter more than offset any 
advantage that might have resulted by 
reason of the territorial gain. 


I will spare the reader the gruesome 
details and shall rest this feature of our 
story with the statement that it was the 
unfortunate and ill-conceived acquisitions 
of the old ’Frisco regime which pre- 
cipitated the receivership. It has become 
a general habit for investors to look upon 
the advent of a receiver with horror. But 
in the case of the ’Frisco, as in many 
others, the visitation was a blessing in 
disguise. 


The receivers of the ’Frisco immediately 
set to work to do what the old manage- 
ment had left undone. 
1907, the rate of 
$1,879 per mile. In 1915, during the re- 
ceivership, the expenditure totaled $2,310 
per mile, and in the previous year was 
$2,658 per mile. In 1916 and 1917, main- 
tenance expenditures were nearly $3,000 
per mile. 


For example, in 


maintenance was at 


It is essential, in order that a road may 
be operated efficiently and that its earning 
power shall not be allowed to go backward, 
that maintenance be kept at a proper 
figure. In the past, or before the receiver- 
ship, the fixed charges of the road, for 
interest, were so large that the manage- 
ment was compelled to allow the property 
to deteriorate in order to meet the 
interest payments with a little margin of 
safety. 


The same is not true today. The big 
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burden of fixed charges has been slashed 
off. Maintenance is being kept up at the 
rate of over $5,000 per mile, based on the 
proportion expended in the first quarter 
of the present year. When one compares 
the charges of previous years with those 
obtaining in the fore part of 1921, and 
with 1920, and when one also gives. con- 
sideration to the apparent reduction in 
operating expenses early this year, there 
does not seem to be the slightest reason 
for believing that the safety of the fixed 





FRISCO’S RECORD 


HE gain over last year by 

’*Frisco in the first five 
months of this year amounts 
to 51%. That is a striking 
performance, when one re- 
views the record of a number 
of other roads. 


After deducting fixed 
charges and allowing for in- 
terest on the adjustment and 
income bonds, for the five 
months ending May 31, the 
company showed a_ surplus 
equal to 0.2% for the common 
after allowing 6% for the pre- 
ferred. 


For May alone, the earnings 
were equivalent to about 0.7% 
on the common. 


An indication of how the 
company has reduced its op- 
erating expenses since Janu- 
ary 1 can be seen from the 
following table showing gross 
and net for the comparative 
months: 


1921 1920 
ee $6,619,381 $7,219,668 
Net oper. income...... 1,215,857 741,755 
EE IS. ob csescans 6,776,829 6,839,841 
Net oper. income...... 1,188,965 512,670 
March gross .......... 232,622 7,551,495 


1,218,558 1,307,555 
6,924,178 7,489,668 
1,251,843 865,066 
,379,664 7,335,430 
1,187,757 "530,942 

If the last half of this year 
results as well as the last half 
of 1920 the company stands in 
an excellent position to end 
the year with an appreciable 
earning. 


Net oper. income..... 
February gross 
Net oper. i 
January gross ........ 
Net oper. income..... 











charges of the company can be questioned 
at all. 


When the ’Frisco operating expenses 
again are on a normal basis—and the time 
does not appear to be far distant if what 
the road has accomplished thus far is a 
safe criterion—the ratio should be about 
74.3%, which would give a net operating 
income for the road of about 6.4% on 
property valuation, provided the indicated 
gross earnings of the first four months 
of this year is a proper basis upon which 
to make calculations. 


Such an earning power would give an 
income for the adjustment and income 
bonds of approximately $7,280,000. There 
is required for interest on these bonds 





$4,400,000. There therefore would remain 
a balance of $2,840,000, so that the posi- 
tion of the bonds is well fortified. 


The high yield at prevailing market 
prices for the adjustment and income 
bonds, the first of which is cumulative, in 
view of their past record, should prove 
attractive to the average investor who is 
interested in an investment which possesses 
pronounced speculative possibilities. In 
conclusion it is interesting to note that 
since the first of the year ’Frisco is one 
of the few roads that has earned well 
over its 6% on valuation. 


Briefly, let me mention certain factors 
which cannot be overlooked. Part of the 
worry of those who are perturbed about the 
railroads is directed to the matter of equip- 
ment need and the possibility of the com- 
panies being able to finance them withou 
difficulty. In this respect there does not 
seem to be any necessity for worry on the 
part of ’Frisco stockholders. 


The company is short of equipment, but 
it seems thus far to be able to handle in- 
creases in traffic without any trouble. Of 
course, equipment shortage is something 
that must be attended to, or additional facil- 
ities must be hired. The satisfaction of 
’Frisco’s needs, as an official has pointed 
out, will not be difficult. Interest charges 
in connection with purchases will be offset 
by the saving that will result in the rentals 
department. 


——_Oo—_—_ 


Canada to Pay on August 1 


Semi-official announcement is made that 
Canada will meet its maturity of $15,000,- 
000 here on Aug. 1, without new financing. 
This became possible through money ob- 
tained from the recent sale of $25,000,000 
twenty-five year 6%4 per cent. bonds of the 
Canadian National Railways and the Can- 
adian Northern Railways, to which ad- 
vances had been made. These bonds were 
offered at 9614 to yield 6.80 per cent. to 
the investor, and were disposed of on the 
day subscription books were opened. 


The Aug. 1 maturity of the Canadian 
Government is $15,000,000 three-year 5% 
per cent. bonds. The maturity is the sec- 
ond to be met here this year, the first having 
been on April 1, of $25,000,000. 


a 
Willys-Overland 
No further cut will be made in the price 
of Overland cars, said John W. Willys, 
President of the Willys-Overland Com- 
pany. Mr. Willys said his company “went 
all the way” in May, leading the automo- 


bile industry with a slash of 33 per cent. 
in prices. 


The company is now “out of the woods” 
financially, said Mr. Willys. It had $10,- 
000,000 cash on hand, he asserted, and 
would make a substantial payment Aug. 
1 on its bank obligation. The notes held 
by the banks approximateed $200,000,000, 
he said, and the company’s assets of $125,- 
000,000 were being applied to the greatest 
advantage. 
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Suggestions For 
Income Building 


By 
BYRON C. HALL 














Attractive Public Utility Investments 


HE investor can feel more confident 
about the future of public utilities 
—particularly of lighting and power 
companies—now_ than at any time in the 
past two or three years. Lower commodity 
prices and other factors making for re- 
duction in operating expenses are the con- 
tributors to the néw situation. 


The foregoing is a reiteration of what 
has been mentioned before in THE 
FINANCIAL Wortp by different writers. 
But it is not robbed of forcefulness at 
this writing by reason of the repetition. 
Its timeliness is accentuated by the fact 
that public utility: securities, bonds, respond 
with ‘great sensitiveness to money condi- 
tions. Then, too, with the improvement in 
business which is anticipated now, and the 
betterment of public sentiment, it is rea- 
sonable to expect the obligations of the 
lighting and heating companies to demon- 
strate ability to advance materially. 


It would be unwise to promise an early 
and rapid advance in the price of the 
securities which are to be suggested in 
this article. But it can be urged that 
profits usually are most certain and satis- 
factory by early anticipation of improved 
market action, than by waiting for that 
improvement to set in and become estab- 
lished. 


With the foregoing by way of prepara- 
tion, it is suggested that the following 
public utility bonds appear to be selling 
low enough at recent quotations to be 
classified as bargains: 


1 Public Service of New Jersey 5s, 
due 1959, recent price 64, yield to maturity 
8.05%. 

2 Northern States Power 25-year 5s, 
due 1941, recent price 80, yield to maturity 
6.84%. 

3 California Gas & Electric, ref. 5s, 
due 1937, recent price &4, yield to maturity 
6.55%. 

4 Standard Gas & Electric conv-, 6s, 
due 1926, recent price 85, yield to maturity 
9.72%. 

5 Great Falls Power \1st., 5s, 1940, 
recent price 86, yield to maturity 6.27%. 

6 Brooklyn Edison gen. 7s, Series D, 
due 1940, recent price 96%, vyteld to 
maturity 7.55%. 


All of the foregoing bonds are selling 
at prices which should make them attrac- 
tive to the average investor. If what has 
been said about the public utility situation 
and outlook is well-founded, and if in- 
deed we are slowly moving toward the 
day of lower interest rates, then the prices 
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at which these bonds are quoted justify 
confident expectation of substantial ap- 
preciation and worth while profit to the 
present purchaser. 


A bargain’s a bargain. If a sound bond 
of a company whose business is one that 
is growing, with profits widening, and 
which bears interest at, say 5%, can be 
obtained at a price to yield better than 
6.25%, then it is on the bargain counter. 


Investors frequently mistake very low 
price quotation as the ear-mark of a bar- 
gain. To so regard securities is perhaps 
to err. 


Many bonds today are selling at fully 
one-half, and even less than, their par 
value. But they are not bargains, neces- 
sarily. When a bond of a long-established 
company is selling from eight to fifteen 
points below par, that security may be en- 
titled to classification as a better bargain 
than one selling at 50 cents on the dollar 
of par. Mere cheapness is not always the 
sign of attractiveness. 


One can purchase a defunct business 
that has no future at all for next to 
nothing. 


SELECTIONS FOR INCOME 


The foregoing list’ affords about as 
broad scope for the income-builder as can 
be encompassed in limited range of selec- 
tion. Most of the obligations are those of 
established companies with good earning 
records. All of the companies are well- 
managed, and all have favorable prospects. 


All of the bonds, with the possible ex- 
ception of Numbers 1 and 4, are entitled 
to first-class investment rating. They 
represent that degree of safety which is 
demanded by those whose concern as to 
price appreciation is secondary. The two 
exceptions, while they can be regarded as 
reasonably safe, the feature that will com- 
mand first consideration is their spread 
between present price and par. 


There does not seem to be any neces- 
sity for stressing again the importance of 
the prospect for a movement in the light- 
ing and power group before long. The 
depression in business that as yet has not 
lost much of its control has intervened to 
reduce somewhat the gross of these com- 
panies. But the gradual reduction in 
operating costs is making an indelible im- 
pression on earnings statements that can- 
not be construed as anything but favor- 
able. 


There is no element of hazardous 
speculation in purchases as here recom- 
mended. 


The general sinking fund 5s, of the 
Public Service Company of New Jersey, 
due 1959, are outstanding in the amount of 
$33,931,000. Coupon $1,000. Callable at 
105 and accrued interest, or may be drawn 
by the sinking fund, $209,500, at 105 and 
accrued interest. The bonds are secured 
by leases on numerous subsidiary proper- 
ties; a collateral lien on $44,230,983 par 
value of leased and controled stocks; a 
lien on $68,007,000 par value of controled 
stocks, subject to the 7% conv. notes; 
and a lien on all realty and other property 
of the company itself. The company pays 
the normal income tax of 2%. 


The 25-year 5s, of Northern States 
Power Company, due 1941 are issued in 
amount of $24,567,500. They are re- 
deemable at 105 and interest up to April 
1, 1936, and at 102% thereafter. They are 
a direct lien on all the properties of the 
company, and underlie the 6% and 7% 
notes. The company does not pay the 
normal income tax. 


The refunding 5s, of California Gas & 
Electric, due 1937, are issued in the amount 
of $18,844,000 and are callable at 110 on 
sixty days notice. They are secured by a 
mortgage lien on the property and fran- 
chise of the company. The company pays 
2% normal income tax. 


The convertible sinking fund 6s, of 
Standard Gas & Electric, due 1926, are 
convertible into preferred stock at the op- 
tion of the holder at $110 for each $100 
stock and are callable at 105 and interest 
and if called may be converted on notice. 
Sinking fund began in 1913 %4% semi- 
annually for the first three years on’ the 
entire issue; 5¢% semi-annually for the 
following five years; 34% semi-annually 
thereafter to maturity. Secured by a 
collateral trust under which are deposited 
capital stock of the controled companies. 
The company does not pay normal income 
tax. 


The first 5s of Great Falls Power, due 
1940, issued in amount of $4,117,000 and 
are redeemable at any interest date at 
107% on six weeks’ notice. The bonds are 
a first mortgage on all the property, 
rights and franchises of the company. 
The normal 2% income tax is paid by 
the company. 

The general 7s, of Brooklyn Edison, 
series D, due 1940, are issued in the 
amount of $5,000,000 and are redeemable 
on any interest date upon thirty days’ 
notice at 107% up to December 1, 1930 
and at 105 and interest after that date. 
The bonds are secured by general mort- 
gage subject to underlying bonds in the 
amount of $11,996,000. Company pays 
normal 2% income tax. 
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400 Millions : Canada’s New Wealth 


Estimate of This Year’s Wheat Crop Is High—A Free Discussion of Political 
Features of Dominion’s Railroad Problem 


By E. MARSHALL YOUNG 
Associate Editor, “The Financial World” 


HIS year the wheat crop of the 
Canadian West should have a mone- 
tary value of $400,000,000. That 
would mean the addition of four hundred 
millions of wealth to the Dominion. The 
estimate, according to my authority, is 
conservative. The actual total may reach 
well beyond that figure. 


The writer, in last week’s issue of THE 
FINANCIAL Wor p, stated that Canadian 
business, political, labor and general psy- 
chological situation is indigo, or very 
close to it. In this respect the Dominion 
is no different than 


will be given to the present problem of 
the railroads in Canada. It is a situation 
in which political elements are prominent. 
But it does not seem to be a situation 
which should give rise to serious appre- 
hension. 


At the present time in Canada there is 
an embryonic political party which seems 
to be bothering a great many people. ° It 
is called the NATIONAL PROGRESSIVE Party, 
doubtless deriving its name somewhat 
after the fashion in which our own Pro- 
GRESSIVE Party obtained its own. The 


Canada is tired of public ownership, 
even though there may be a rather vocal 
group clamoring for its expansion. The 
government bought fifteen thousand miles 
of railroad which it has confessed it has 
been unable to administer and frankly 
does not quite know what to do with. 


The government, as far as the venture 
in railroad ownership is, concerned, is like 
the man who went into the West, bought 
some ranch land and a herd of cattle, with 
borrowed money, and then had to call for 
help because he did not know how to drive > 

his herd to his 





the United States. 

But the most 
striking thing 
about Canada at 
the present mo- 
ment is the fact 
that she today 
stands in positively 
the same position 
in which the United 
States found her- 
self fifty years ago. 


services. 





C. P. R. FACTS AND FEATURES 


Over 18,000 miles of track owned and controlled. 
Owns and operates 14 high class hotels from coast to coast. 
Owns and operates over 100,000 miles of Telegraph system. 


Constructs and operates its own Sleeping, Dining and Parlor Cars and all 
Passenger equipment. 


600 miles of Marvellous mountain scenery through the Canadian Rockies. 


58 steamships operating on Trans-Atlantic, Trans-Pacific, Bay of Fundy, 
Great Lakes, B. C. Lake and Rivers, and B. C. Coast and Alaska 


Ocean and rail services stretching in one continuous line from Liverpool 
to Hong Kong via Canada—11,988 miles. 


Provides “Ready Made” farms for settlers. 


range land. 


Out of the diffi- 
culty has come the 
suggestion that the 
government take 
the C. P. R. and, 
as a sort of foster 
parent, add it to 
the National Rail- 
ways and let the 
present Canadian 
Pacific manage- 
ment run the en- 
tire property for 








Canada’s prime 
needs are popula- 
tion and capital. . 


She can fold her hands and wait and, in 
the course of time, these will come to her. 
But, with the creation of $400,000,000 of 
new wealth in prospect, with resources 
and possibilities for the profitable invest- 
ment of capital unsurpassed, what she 
needs most of all is the sort of optimism 
that finds voice in shoutings from the 
world’s housetops. There’s nothing suc- 
ceeds like confidence, plus ability to back 
it up. 


The promise of a $406,000,000 crop in 
Western Canada this year means a great 
deal to the world at large. But it has a 
significance peculiar to the subject of this 
week’s installment of my services—the 
Canadian Pacific. 


A bumper wheat crop for Canada usual- 
ly means prosperity, not alone for the 
farmers and the merchants, the banks and 
the manufacturers, but for the country’s 
greatest corporate enterprise, the C. P. R. 

Here should 
carry interest: this year, in spite of ad- 
verse business, labor and political con- 
ditions, the company is showing net earn- 


are two features which 


ings ahead of last year. 

And last year the company earned its 
present 10% dividend on the common 
stock with a comfortable margin, despite 
certain adverse conditions, and without 
any government assistance, 

Before entering into a study of the 
C. P. R. as an investment some attention 
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Canadian group is composed of persons 
who formerly were members of both of 
the old parties. Its instincts are largely 
agrarian. It is this new alignment which 
is looked upon with fear by those who 
believe that it might, if it were to gain 
dominant place, become so radical as to 
endanger the stability of the country. 


But, after talking with representative 
men of influence in both of the old par- 
ties, all of whom admit the need of refor- 
mation of some of the political ideas of 
the past few years, the writer cannot be- 
lieve that there is any real danger ahead. 


The National Progressives, some assert, 
would pursue a policy, if given the power, 
that would be inimical to the Canadian 
Pacific, which has done more than any 
other single private institution in Canada 
to extend the Dominion’s influence as a 
nation by bringing the attention of the 
outside world to its possibilities. 


The Canadian Pacific enters the equa- 
tion of politics in connection with the dif- 
ficulties in which the government has 
found itself as a result of the taking over 
of what has become known as the Na- 
tional Railways. The latter has proved 
to be a white elephant. It is the writer’s 
belief that worry as to the possible riding 
into power of the National Progressives, 
and radical changes in policy, is prema- 
ture. It is crossing a bridge before it is 
reached, or even seen. 


the people. There 
is no doubt but that the brains and experi- 
ence of the latter system would be a won- 
der working addition and that it would 
save the government hours of worry. 


Here is what a prominent Toronte 
banker says about the proposal: “Were 
such a thing to happen I would advise 
stockholders of the Canadian Pacific to 
transfer their funds into one or two of 
the high grade American railroad stocks. 
Government control, or government own- 
ership—well, it is a case of six of one and 
half a dozen of the other.” 


Another suggestion that has been made 
is that the National Railways be absorbed 
by the C. P. R. If the former are worth 
anything, they surely might be worth as 
much, if not more, to the Canadian Pa- 
cific, and if they should come under the 
management of the latter it is conceivable 
that the present operating loss might be 
turned into a gain provided some of the 
seemingly useless portions of the system 
had been disposed of. 


In Montreal an official of the Royal 
Securities Corporation gave me a state- 
ment which had been published by that 
organization on the railroad problem. A 
portion of it can be quoted as having in- 
teresting bearing upon our subject. It 
reads as follows: 

“It is essential that the railways be 
provided with credit, an ability to finance 
(based on ability to earn) which will 
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nake them independent of the national 
exchequer and therefore of the politicians. 
This can only be done if the National 
Railways are provided with a manage- 
ment approximately equal in ability to 
chat of the C. P. R. If this can be done 
without uniting the Canadian National 
Railways and the C. P. R. we are not 
nsistent upon the merger. If the Na- 
tional Railways can be put into a position 
where they can pay their own way (by 
writing off the whole of their capital 
debt and possibly by further endowing 
them out of the public purse with addi- 
tional capital to complete their plant), 
well and good. The first of these two 
requirements is a matter of money; but 
the second is a matter of men and of 
organization. The C. P. R. head office 
is the product of years of growth, of 
selection and experience. It is absurd to 
suppose that a new organization could 
come within measurable distance of the 
same efficiency within ten years—and 
those next ten years will be the crucial 
time for Canada. 


“The country possesses one railway 
plant with good management and one rail- 
way plant without good management. The 
good management of the one plant can 
without difficulty be extended so as to 
cover the other. It is not notably harder 
to manage thirty thousand miles of rail- 
way than fifteen thousand. We can en- 
deavor to build up an efficient new man- 
agement, for the badly managed plant, but 
this would take years to accomplish; or 
we can extend the existing good manage- 
ment over both plants. Is any argument 
possible against-the second course, once 
we admit that separate operation is not 
essential to good and reasonable service— 
that separate operation will not and can- 
not in this instance produce effective 
competition, and that good railway ser- 
vice can be procured without competition ?” 


Personally, the writer doubts if either 
government control of all the Canadian 
railroads, or the merger alluded to will 
become facts; doubts it seriously. In the 
first place, the Canadian Pacific is about 
the biggest thing, corporately speaking, 
that there is in the Dominion. Its ram- 
ifications are tremendous, Its power is 
mighty. And there are in Canada, as in 
the United States, enough of the sort of 
individuals who fear the rearing of a 
great corporate power to such an extent 
that, to mention additions to that power 
would be like waving a red flag in front 
of a bull. 


Canadian Pacific officials are just as 
keenly interested in facilitating the solu- 
tion of the problem of the Government 
railways as anyone in the Dominion. 
Canada’s prosperity is what makes the 
great system prosperous. The purchasing 
power of the people flows partly into the 
coffers of the people. It cannot be in- 
creased without the C. P. R. receiving a 
portion. And it cannot be diminished 
without taking something from the rail- 
road. 


And so long as the people of Canada 
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are operating a big transportation sys- 
tem at a huge loss, just so long will the 
purchasing power per capita be the suf- 
ferer. So I can understand why it is that 
Lord Shaughnessy and other high officials 
are so deeply concerned about having the 
problem solved and the present burden 
lifted. 


The Canadian National Railway, and 
the Grand Trunk Pacific are so large in 
their mileage that one is prompted to 
wonder if the vision that fashioned or 
permitted them was reaching too far into 
the future. At the time of the building of 
the Canadian Pacific there were those who 
believed that the venture never would pay 
for the axle grease. But time has proved 
how shortsighted were the doubters. 


Yes; there is a Canadian problem that 
has its vexations. But it is far from be- 
ing impossible of solution and the latter 
must come soon. The importance of this 
situation dwarfs the irritation which 
tariff proposals in Washington have 
brought to many in the Dominion, Can- 
ada simply must have efficient transporta- 
tion and at reasonable cost. The govern- 
ment end of it is neither efficient nor is it 
cheap at any price under the present man- 
agement, and methods of operation. 


However, the subject can be left to the 
statesmen and big business men of the 


country. Whatever comes it does not seem 
that one can afford to overlook the so 
obvious attractiveness of the one well- 
managed system of __ transportation. 
Eighteen thousand miles of track—11,988 
miles of a continuous line from Liverpocl 
to Hong Kong owned by the one great 
system—the proposition is one which can- 
not be grasped in casual survey. 


For six years before the war broke upon 
the world, the C. P. R. showed an average 
earning power of more than 15 per cent. 
and there never was a question of the in- 
herent strength of the enterprise. 


In the first three months of this year 
the company exceeded its last year’s rec- 
ord for net earnings by nearly seven hun- 
dred thousand dollars. If it can keep up 
that sort of record, and it must be borne 
in mind that the first quarter was the one 
which is the most difficult of the year, then 
there does not seem to be the slightest 
room for questioning the ability of the 
stock to show earnings in this year of 
labor difficulties and adjustments, and 
business depression, of over 12 per cent. 
The dividend is 10 per cent. 


In the next installment of this series 
will be presented an analysis of the Cana- 
dian Pacific as a railroad, without any 
consideration at all for the vexing prob- 
lem that is found in the National Railway. 


The Market Behaves Well 


By LOUIS GUENTHER 
Editor, The Financial World 


STOCK market capable of ho!d- 
A ing its own so well as ours has 

.for more than a week of excep- 
tional dulness shows unmistakable signs 
of rounding in shape for a better period. 
To the active trader a long continued spell 
of lethargy may be extremely annoying. 
But there are times when such a rest is 
much needed in order that the processes 
of upbuilding shall not be unduly dis- 
turbed. 


For any group of speculators or bankers 
to engineer a big bull market now would 
be a piece of great folly. Such a move- 
ment would require the mobilization of 
considerable credit and this would turn out 
to be a mistake for the upbuilding of 
credit facilities is the main essential of 
the moment, as a strong foundation is 
needed upon which to errect the expected 
revival of our industrial prosperity. 


On our credit position is where all ob- 
serving eyes are focused. Not only is 
the banker keeping his finger closely on 
this pulse but likewise are the executives 
of our big business enterprises. Today 
money is the most difficult thing to get 
hold of, not because the banker is averse 
to lending it, but he realizes the grave 
necessities of making every dollar count 
to day. 


Figuratively speaking our available dol- 
lars can be viewed like an army of soldiers 
diminished in numbers to a point where 
its commanders must nurse carefully its 


numerical strength so they may be in a 
position to hurry detachments here and 
there at a moments notice to close up 
any weak gaps. Our bankers may be 
compared to the commanders, and their 
army is our available dollars. 


After the onslaught upon our credit 
facilities in the sharp attack by the post- 
war deflation, the greatest prudence and 
financial generalship had to be displayed 
by our bankers in order to prevent a 
general catastrophe. They realized how 
essential it was to keep available credit 
mobile so it could be moved back and 
forth protecting weak spots that needed 
bolstering up wherever they might be un- 
covered. 


This work was done with superb skill. 
In the years to come, when the history 
of the drastic re-adjustment through 
which we have passed and from which 
we now seem to be safely emerging, is 
reviewed calmly, and with no nervous ap- 
prehension, there will be found high testa- 
ment to the soundness of our banking 
system and the skill of American bankers, 
for they not only have had to take care 
of their country’s requirements, but were 
burdened with the grave task of seeing 
to it that the almost financial paralysis of 
Europe did not overwhelm us. 


Fortunately for all of us nearly every 
one was in the same boat and consequently 
we were all compelled to see that no one 

(Concluded on page 156) 
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Standard Oil: The Tariff and Oil 


A Company Which Refines More Crude Oil Than It Produces Regards 
Protective Measures Askance 


NOTE: 


By B. DE COPPEE 


wo of the most important questions before the public today regarding 


the oil industry are (1) How does the drop in crude oil prices affect the big 
refining companies in which the public holds stock? and (2) What are the real 
facts for and against the recent agitation for an oil tariff? In this issue, Mr. 
De Coppee attempts to answer these two questions, especially with respect to the 
Standard Oil Company of New Jersey, the “parent” of the Standard Oil com- 


panies. 


This is not an analysis of the stock of Standard of New Jersey. 


The 


editors hope for a very interesting analysis of this company’s profits by “Seelby” 
in the near future, and what becomes of those profits. 


HE drop in crude oil prices, while it 
may hurt strictly producing com- 
panies, and may impair the revenue 

of some carriers through curtailed traffic, 
does not hurt buyers and refiners of oil, 
and sellers of refinery products. It helps 
them. They can buy their raw materials 
cheaper. 


The Standard Oil Co. of New Jersey 
buys much more oil than it produces. Its 
production was 31,200,000 bbls. in 1920 and 
20,000,000 bbls. in 1919. Its refinery out- 
put equals all this and about 15 million 
barrels of purchased oil, besides. 


The cheaper it can buy crude oil, the 
more profit it makes on refined products, 
if it can sell the refined products, and get 
good prices in real money for what it sells. 
The same conditions apply to Sinclair, 
Texas Co., Tidewater, Gulf, and other im- 
portant companies, which produce much 
oil, but refine and market more than they 
themselves produce, and must buy out- 
side crude oil. All these companies 
“suffer” a diminution in market value of 
their own crude oil production, to be sure. 
However, the market value of their own 
crude oil passing through their stills or 
storage is only a passing item in process 
or in transit. 

PRICES COUNT 

It is the price they get for their refinery 
products that counts. Even lower prices 
here might yield conceivably higher profits, 
if the cost of purchased raw material, i. e. 
crude oil, were sufficiently lessened. 


Crude oil has dropped in price 60% or 


more from 1920 figures, as shown (per 
bbl.) 

Penn’a Mid Gulf 

Grade Continent Coast 
a a ee $5.00 $2.75 $1.50 
Se ae | 3.50 2.50 
ie | ae < 320 1.50 1.00 
ley 2 Z1.... 2B 1.00 0.60 


Prices for gasoline and refined products 
have come down but very little in Standard 
of New Jersey territory (the Carolinas and 
Virginias, Washington, Maryland, New 
Jersey). In May gas came down ¥% to lec. 
a gallon in this field, and kerosene 1c. 
Export prices, too, have come down but 
little. In the New York district, the drop 
has been a little heavier, but comparative- 
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ly trivial in comparison with the drop in 
crude oil prices. Very high prices, too, 
still prevail for the by-products of Stand- 
ard refineries supplied in turn as raw 
materials for re-working refineries like 
Galena-Signal, Atlantic, Chesebrough, etc. 
which make them into 
machine oil, vaseline, etc. 


lubricating oil, 


The factor that hurts the refining and 
marketing companies, like Standard of 
New Jersey, is not the drop in crude oil 
prices (that really helps them), but the 
failure to market refinery production of 
by-products, and the tying up of capital 
therein. That is what hurts—when the 
refineries cannot market their fuel oil, 
lubricants, etc. The for this is 
not hard to see with five million tons of 
U. S. Shipping Board vessels idle, and 
other shipping in proportion (fuel oil 
users) ; with oil burning locomotives gone 
back to coal in many sections due to great 
reduction in coal prices; with the vast 
number of idle freight cars and other 
temporarily idle wheels of machinery, 
which, when the wheels do move, use a 
lot of grease oil. These conditions will 
right themselves in time. The wheels will 
stir again, and again need oil. 


reason 


Gasoline demand continues strong. Lit- 
tle if any diminution has struck the fleets 
of flivvers and motors scurrying along the 
roads Herein, oddly, lies the difficulty. 
To meet the demand for gasoline, refiners 


must buy abundance of crude (compara- 
tively), but find themselves these days 
tied up with the fuel oil, lubricants and 
machine oils, and other by-products, which 
they must “carry” till shipping and the 
wheels of machinery move again, and 
again revive demand for such by-products. 


Where reductions have been made in 
gasoline prices, it is due not so much to 
lack of demand, but rather to forced sell- 
ing to raise cash by some of the weaker 
companies to carry their less salable prod- 
ucts. All competitors, of course, in any 
territory must cut their prices to meet 
those of the weakest member. The Stand- 
ard Oil companies have in no case to my 
knowledge been the first to cut either crude 
oil prices or refinery products. 


Coming now to the question of the tariff 
the proposed Fordney Tariff Bill aimed to 
clap 35c a barrel import tax on crude oil, 
and 25c a barrel on fuel oil. All oils 
have been on the free list heretofore. 


REASONS FOR TARIFF 


The three principal arguments for the 
tariff were (1) the Government needs 
revenue; (2) Texas, Oklahoma and mid- 
Continent oil producers who have been 
heavily hit by the drop in crude oil prices 
thought a tariff would help and “protect” 
them; (3) the “negotiation” clause of the 
tariff bill empowers the President or the 
Tariff Commission, wherever quid pro quo 
can be obtained, to alter the tariff impost. 


The last was probably the most import- 
ant reason for the proposed impost. By 
it our oil industry could have a conven- 
ient weapon against Mexican or other 
foreign recalcitrancy under conceivable 
conditions. In fairness to Mexico, how- 
ever, she has not been so recalcitrant as 
press comment might suggest. Her added 
exposts on oil recently were made neces- 
sary to raise revenue for her government. 
Far from being confiscatory, they were 
less than our own proposed import tax. 
Mexico’s mainstay for four centuries, sil- 
ver mining, has. been and is moribund. She 
had to tax something. Oil was all there 
was to tax. The framers of the “nego- 
tiation” clause in the Fordney bill argued 
that if Mexico’s export tax really hurts us, 
let us clap on an import tax, and then 
“negotiate”’—we will remove our impost 
if you will remove your expost. What of 
the consumer who would pay both? 


Harum Scarum newspaper writers, writ- 
ing against the proposed import tariff, 
“viewed with alarm” that it would drive 
refineries to foreign fields, and transplant 
abroad the future development of (much 
of) the refining industry. Even if true, 


(Continued on page 154) 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably 


Corporate Matters 

American Tel. & Tel. for the six months 
ended June 30 reports net -earnings 
equal to $5.89 a share against $5.95 a 
share in the corresponding period of 
1920.— 

‘Otis Elevator for the six months ended 
June 30 reports net after taxes and 
charges of $1,537,109 against $1,550,522 
in the corresponding period of 1920.+ 

American La France Fire Engine for the 
second quarter of 1921 reports operating 
profits of $226,839 against .$275,231 in 
the second quarter of 1920, a net after 
charges of $172,228 against $241,168.— 

Cities Service Company for June reports 
gross of $823,785 against $2,137,241 for 
June 1920, net $783,187 against $2,075,- 
714.— 

Royal Dutch for the year ended December 
31 reports net income of 129,450,364 
florins against 100,099,883 florins in 
1919.4 

Republic Iron & Steel for the second 
quarter reports deficit after taxes and 
charges of $883,373 against surplus of 
$104,611 in the first quarter and $2,305,- 
500 in the second quarter of 1920.— 

Hudson & Manhattan for the year ended 
December 31 reports total income from 
all sources after operating expenses, of 
$3,700,451 against $3,103,795 in 1919. 
Deficit after charges and interest ad- 
justment, $1,058,369 against surplus of 
$23,562 in 1919.— 

Receivers in Equity appointed for Na- 
tional Conduit & Cable Company.— 


Commodities 

Oil—Daily average production of crude 
for the week ended July 16, 1,308,710 
barrels against 1,312,760 in the preceding 
week.— 

Coal—Production for the week ended July 
9, Bituminous 6,163,000 tons against 
7,640,000 tons in the preceding week and 
9,659,000 tons in the corresponding week 
of 1920.— Anthracite 1,525,000 tons 
against 1,868,000 tons in the preceding 
week and 1,541,000 tons in the corres- 
ponding week of 1920.— 

Cotton—New York spot for middling un- 
changed at 12.70 cents.== June con- 
sumption of lint cotton 461,656 bales 
against 439,884 vales in May and 555,521 
in June 1920.4 

Sugar—Firm.+ 

Coffee—Dull and easy.— 

Provisions—Irregular.= 

Cereals—Off.— 

Steel—Price for 8 principal products $52.65 
against $53.43 a week ago and $85.03 
the 1920 high, and $35.80 August 1913.— 
Operations steady at 25% of capacity.= 

Lead—Unchanged at 4.55.= 
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(For the Week Ended Wednesday) 
July 20) 


WEEK’S BUSINESS INDEX 


Unfavorable Points—25 
Favorable Points+16 
Neutral Points=10 
Analysis 

Commercial reports during the 
week lend little encouragement of an 
immediate revival in general business 
although here and there improvement 
can be seen. An irregular and inac- 


tive summer apparently must be 
looked for. 


Dominant Factors 


Two developments while not par- 
ticularly important so far as im- 
mediate effects are concerned, but 
which are of considerable basic in- 
fluence were the approval of terms 
for the tentative funding of the rail- 
roads $500,000,000 debt to the Govern- 
ment and the reduction in the redis- 
count rate from 6 per cent. to 5% per 
cent. by four of the Federal Reserve 
Districts. The former permits ex- 
penditures for equipment and ma- 
terials and may be the medium needed 
to start a revival in business. The 
latter denotes official recognition of 
an improved credit condition and is 
very reassuring. 


Commodity price index shows a 
slight upturn for the first time since 
deflation began and may mean a 
temporary reversal in the trend. If 
so, buyers will gain nothing by wait- 
ing longer for more favorable terms 
and the result may be an increase in 
consumption. The iron and _ steel 
trade seems more steady and is report- 
ing a small increase in output. The 
textiles and leathers also seem to 
have turned the corner for the bet- 
ter. Sugar is firmer and higher quota- 
tions are recorded for the refined 
product. 


The Federal Reserve System con- 
tinues to gain in the ratio of reserves 
and withdrawal of notes from circula- 
tion. Call money is firm but this is 
due to current demands and not un- 
derlying scarcity. Foreign exchange 
rates are weak as is usual at this sea- 
son of the year and with crop move- 
ments to Europe further recessions 
may be seen. 


The stock and bond markets were 
extremely dull without pronounced 
weakness. Continued irregularity and 
dulness seems probable for some little 
time longer. 








or Unfavorably 


Tin— £160 against £166 15s a week ago.— 


Spelter—Steady at 4.25 against 4.20 a week 
ago.+ 

Crude Rubber—Strong at 16% cents, up 
5% cents from the low of a week ago.+ 

Pig Iron—Easy at $20.50.— - 


Monetary Metals—Silver domestic un- 
changed at 99% cents.= Foreign 59% 
cents against 6054 cents a week ago.— 
Gold bars 114s 4d against 112s 9d a 
week ago.+ 

Price Index—Bradstreets for 31 articles 
of food products $2.93 against $2.85 in 
the preceding week and $4.74 in the 
corresponding week of 1920.— 


Bond Market 

Bond sales for the week amounted te 
$42,698,000 against $50,248,000 in the 
corresponding week in 1920, a decrease 
of $7,550,000.— 

3ond Market—Up. Railroads strong. In- 
dustrials dull. Tractions irregular. 
Foreign bonds steady. Municipals ac- 
tive and steady.+ 

Important bond offerings of the week. 
Constantin Refining $4,000,000. Roches- 
ter Gas & Electric $7,000,000. State of 
California $4,878,000. City of Phila- 
delphia $5,000,000. City of Norfolk 
$1,165,000.= 


Stock Market 

Stock sales for the week amounted to 
1,906,900 shares against 2,067,300 shares 
in the corresponding week of 1920, a 
decrease of 160,400 shares.— 

Stock Market—Dull and irregular.= 

Outside Market—Irregular.= 

Public Utilities—Firm.+ 

Other Markets—Paris, London, Phila- 
delphia, Boston, and Chicago, dull, and 
irregular.= 

Average price of 20 industrials ranges 
from 67.25 to 68.24 against 89.95 to 
90.68 in the corresponding week of 
1920.— 

Average price of 20 rails ranges from 
70.32 to 71.59 against 72.61 to 73.20 in 
the corresponding week of 1920.— 

Foreign Exchange 

Exchange—Off.— 

Demand Sterling ranges from $3.63% to 
$3.58 against $3.8834 to $3.82% in the 
corresponding week in 1920.— 


Foreign 


-_~ 


canadian dollar ranges from 87.69 cents to 
88.37 cents against 87.25 cents to 88 
cents in the preceding week.+ German 
marks, French and Belgium francs, and 
Italian lire lower.— 

Bank of England rate 6% unchanged. = 
Ratio of reserve 12.20% against 11.90% 
in the preceding week and 12.50% in 
the corresponding week of 1920.+ 

(Concluded on page 154) 
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The Same Old Bark 


In reading over a circular letter issued 
by H. L. Barber & Co. of Chicago, The 
Iconoclast ran across the following para- 
graph, referring to a book the concern pub- 
lishes called “Investing For Profit,” which 
is used as a house organ to interest in- 
vestorsein the stock of such companies as 
it acts as fiscal agents for. “No longer” 
reads the paragraph, “will the meretricious 
‘Get-Rich-Quick’ cry of the subsidized 
press be successfully used against the 
people and their money for the aggrandize- 
ment of Wall Street and its monopolistic 
interest, in short the Money Beast. The 
savings of the thrifty will be used for the 
profit of the people and not for their 
dispoilation.” This is the same old bark so 
often used by promoters. Cole of the In- 
dustrial Securities Company employed it; 
as did others who have long since fallen by 
the wayside. Who is Barber that he can set 
set himself up as a critic of Wall Street? 
He has promoted his grist of ventures 
which came to nothing though when pro- 
moted by him they were extolled as a class 
of unusual securities. 


* * * 
Liberties As Guarantees 
A new use has been made of Liberty 
Bonds by enterprising real estate boosters 
our Southern They 
guarantee their eight per cent. preferred 


in one of cities. 
stock with Liberty Bonds, such a guarantee 
being made by a company calling itself the 
Liberty Bond Guarantee Company. In- 
vestors who buy this stock are told they 
can exchange it for bonds if they so de- 
that such a 
scheme is unattractive for the reason that 


sire. It is needless to say 
a stock which must be guaranteed must 
have structural weakness behind it. We 
do not know what the terms of the guaran- 
tee are but it is safe to say when analyzed 
the risk still is with the investor. 
” a” + 
Rice Stirs Up The West 

Our esteemed neighbor THe NEw York 
Sun is all stirred up over the discovery 
that the notorious George Graham Rice 
has again gotten himself into trouble out 
on the Coast. But to THE 
FINANCIAL Wor.p such an ending of his 
latest get-rich-quick mining scheme, The 
Broken Hills Co., was to be expected. Rice 
has fled California, and by some uncanny 
influence has induced the Blue Sky Com- 
missioner of Utah to give him an asylum 
in his state, where, in conjunction with 
the firm of Child’s Barclay & Co., he is 
now promoting the sale of stock in the 
Bingham Gelena Mining Co. California 
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is desirious of extraditing Rice on charges 
of violating the Blue Sky Law but her 
efforts so far have proven unavailing. 
Rice is out on bail under a writ. He was 
convicted in New York for swindling in- 
vestors but so far has escaped serving the 
sentence imposed upon him. What would 
happen to the Broken Hills proposition was 
predicted by THE FINANCIAL WoRrLD many 
months ago when it discovered that this 
smooth confidence man has started again 
in business in Reno, Nevada. There are 
few crooks as clever as Rice. This may 
be judged by his ability to continue in 
business irrespective of the number of 
times he is exposed or convicted. With 
all the unfavorable publicity he has re- 
ceived it is surprising that there are peo- 
ple left at all whom he can swindle. 


* * * 


Excitation of Moore 


Our recent comment on the criminal 
libel proceedings instituted by Doheny 
against the stock market tipster W. C. 
Moore apparently has worked itself under 
the latter’s skin and has so irritated him as 
to display his anger in the attached screed 
to us. We publish it in full for we could 
find no better evidence to submit to THE 
FINANCIAL WorLp’s subscribers, and to the 
public in general of the man’s irresponsi- 
bility than what he himself provides in his 
own communication. More than this need 
not be said in reply to his scurrilous state- 
ments. Again we repeat that when Mr. 
Doheny sought to punish this nonentity in 
the financial world, in the opinion of 
bankers and investors he did not elevate 
regard for the stock of Mexican 
Petroleum but rather created the impres- 
sion that it must be extremely weak if it 
could be effected by anything he might 
say about it. At least THe FINANCIAL 
Wortp cannot be charged with having ad- 
vocated this stock as an investment or as 
a speculation in view of its adverse analy- 
sis. U. S. Steel stockholders might also 
carefully note the type of individual who 
boasts about his selling their stock short. 
Individually having nothing at stake him- 
self he is not concerned over whose 
property he attacks. The letter follows: 


“One of my new subscribers in sending 
in his money refers to your publication of 
July 11th in which appears an editorial re- 
lating to me. This subscriber says: ‘I 
read the editorial in THE FINANCIAL 
Wor p this week, yet I am with you,’ etc. 
In his letter further he says he has lost 
much money in the market. I replied that 
I was not surprised if he had been read- 
ing your periodical and I advised him also 








to cease reading it if he wanted to save his 
money. 


“I do not usually shoot at small birds 
but in this case, I will give you a little 
shot—You refer to 1916 when you made an 
attack on me. That attack I believe was 
inspired by a crook in Pittsburg whose 
picture is in the Rogues’ Gallery there and 
a copy of the same is in my desk. Of 
course, you and I know why the credulous 
public who reads the stuff in financial 
periodicals lose money—by acting on the 
advice and suggestions set forth therein. 


“That you may realize how strong this 
office is we shall hereafter anticipate by 
selling short that which those interests 
pay you for boosting in your periodical. 
This will serve to discourage interests 
paying you for your imagined influence on 
your patrons and at the same time will 
disgust your patrons so they will naturally 
cease reading the stuff you put out. To 
exploit one’s patrons is in my opinion very 
dishonorable. Do you ever do this? 


“I may add that the only discordant notes 
so far heard in the case referred to in 
your paper, came from your sheet and 
the ‘American. ‘Birds of a feather,’ 
etc. It would seem from what I hear and 
receive that the respectable element is all 
in my favor. It seems to be a case that 
“we like you for the enemies you have 
made.” I know of no respectable person 
who is my enemy. I know that most of 
the crooks in the country are my enemies 
and there is a reason why. I see you are 
bulling Steel common. How much, if any- 
thing, did you get for writing this bull stuff. 
We, of course, are selling it short.” 

* * * 
Such Brokers Are Sensible 


A Washington subscriber mildly com- 
plains about legitimate brokers not buying 
curb stocks on margin. His criticism 
naturally cannot apply to all the securities 
listed on the outside market among which 
are quite a number that are acceptable 
to the banks as collateral for loans. Those 
he has in mind belong to the cat and dog 
class, cheap mining and oil shares, and 
securities of new and undeveloped enter- 
prises. No intelligent broker, even under 


. the most favorable ‘circumstances would 


risk his capital on the purchase on margin 
for customers curb securities, or any 
security which he himself cannot put in 
his loan envelope, and borrow money on. 
Brokers who claim they do this are usually 
of the type that fill the court in bankruptcy 
proceedings, if they have actually executed 
such orders or are members of the grow- 
ing family of bucket shops of Wall Street. 
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Real Worth of Chandler Motors 


O not make the mistake of assuming 
that Chandler Motors is cheap at 
50 just because its present quoted 


price compares with a high of 367 in 1919 
and a high of 16434 in 1920! 


Do not make the mistake of assuming 
that the stock is cheap just because it is 
paying dividends at the rate of $6 a share 
per annum, which shows a yield in the 
current price of about 12%! 


The Chandler shares which sold at 367 
in 1919 were of $100 par value each, and 
there were only 70,000 of them outstand- 
ing. Consequently, the market valuation 
set upon the entire capitalization was 


$25,690,000. 


Since 1919 there have been two increases 
in the capital stock. First, there was a 
change from $100 a share par value to no 
par value, and the number of shares was 
multiplied by three. Then a 331%4% stock 
dividend was paid on the increased number 
of shares, so that the present outstanding 
shares amount to 280,000. 


At $50 a share, therefore, the market 
valuation on the present outstanding 
capital is $14,000,000, which means that 
the present stock is selling at the equiva- 
lent of $200 a share for the old $100 par 
value stock which sold at 367. 


Looking at it that way, the depreciation 
from the high prices of 1919 does not seem 
relatively heavy, especially when one con- 
siders that General Motors is down from 
the equivalent of 400 to 100, a depreciation 
ef 75%; that Pierce Arrow is down from 
90 to 20; that Willys Overland is down 
from 40 to 8, etc. 


CHANDLER HIGH, RELATIVELY 

In short, Chandler has declined rela- 
tively less than most other motor stocks. 
The only other important exception is 
Studebaker, which is selling at about its 
1919 high price, since there is double the 
amount of capital outstanding. 


In paying dividends at the rate of $6 a 
share on present capital, Chandler is as- 
suming a yearly dividend charge of $1,680,- 
@00, or more than it ever paid prior to 
1920. 


The last half of 1919 and the first half 
of 1920 really saw the banner profits for 
the motor companies. In that period the 
demand for cars was of such an urgent, 
almost reckless character, that price was 
no consideration with the buyer. Conse- 
quently the motor companies were not 
only extracting a large profit per unit of 
production, because they had raised their 
prices sufficiently to absorb higher costs 
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of production, taxes, selling and advertis- 
ing expenses ; but they were adding to their 
total volume of profits through quantity 
production and quick turnover. 


Due. to the fact that. motor companies 
were handling such a largely increased 
volume of business at so much greater 
cost, it was necessary for them to use far 
more capital in the business. Various 
expedients were resorted to to get new 
capital. 

Chandler was fortunate, indeed, that it 
did not have to borrow money. The rea- 
son was that the company had been able 
to accumulate a large working capital 
from its surplus earnings of 1918 and 
1919. For instance, at the end of 1919 the 
company had $1,500,000 invested in Liberty 
Bonds, and $4,300,000 in inventories, and 
$500,000 due from the U. S. Government. 


WORKING CAPITAL NEEDS 

Chandler being a comparatively small 
company, was in a particularly good posi- 
tion to make a rapid turnover of its 
capital, and that was one reason, too, that 
it did not have to borrow money in 1919 
and 1920, as did most of the larger units 
in the industry. 


But if the company did not have to 
borrow money, it did have to draw heavily 
on its accumulated resources and at the 
end of 1920, instead of having $1,500,000 
of Liberty Bonds, it had none. They had 
been sold at a loss of $165,000. 


The company’s reported net income for 
1920 was $4,378,000, out of which $2,625,000 
was paid in dividends, leaving a surplus 
of $1,753,000. But this surplus did not in 
effect go to increase working capital as in 
previous years. It was all absorbed, to- 
gether with Liberty Bonds and balances 
due from the U. S. Government; partly in 
new plants and machinery, partly in in- 
vestments in subsidiary companies’ stocks, 
etc., so that the net result was that the 
total current assets at the end of 1920 
were about $200,000 less than they were 
at the end of 1919. 
that these current 


It was significant also 
assets were in less 
liquid form because $5,788,000 was tied up 
in unsold inventories, and raw materials, 
which had been bought at high prices in 
preparation foi a continuation of big 
sales throughout 1920. As a matter of 
fact, sales began to fall off sharply toward 
the end of the year. 

In face of depleted liquid resources and 
less rapid turnover, and smaller earnings, 
the company started 1920, owing nearly 
$2,500,000 in Government taxes, and a lit- 
tle over $1,000,000 in other payables. 
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In view of this situation, it is interesting 
to note the following figures: 


Inclusive of its war earnings in 1917 and 
1918, and inclusive of profits from sales 
of automobile parts in all years, the ratio 
of gross profit to each car sold worked out 
approximately at: $180 in 1916; $190 in 
1917; $330 in 1918; $370 in 1919 and $400 
in 1920. 


Upon the same basis, but after deduct- 
ing selling advertising and general ex- 
penses, Federal taxes and inventory ad- 
justments, the profit per car worked out 
as follows: 1916, $130; 1917, $100; 1918 
$113; 1919, $200; 1920, $180. 


These figures emphasize how the selling 
costs and taxes absorbed an increased 
proportion of profits each year, and in- 
dicate how important a part the rapidity 
of the turnover played in the final account- 
ing of the profits available for dividends. 
In other words, had it not been possible 
to increase the volume of sales each year, 
the total volume of profits would have 
been much smaller, but for each additional 
1,000 cars sold, the cost mounted progres- 
sively, so that it became very important 
to keep the wheels turning in order to 
make the most efficient use of the capital 
in the business. 


IS NEW FINANCING PROBABLE? 

What is going to happen now with 
lower prices, Chandler announced a re- 
duction of $110 a car on its touring model 
in June, smaller sales and, therefore, very 
much slower turnover? 


If Chandler keeps up the same expendi- 
tures for selling, in an effort te prevent 
a permanent slump in sales, and that seems 
the logical course for the company to 
pursue because if it did not have a market 
for its cars it would lose money by having 
idle plant capacity, it will be necessary to 
have at least as much working capital as 
has been heretofore used in the business. 
This additional working capital it appears 
can be supplied only by cutting down 
dividends further so as to keep all earn- 
ings in the business or by borrowing. 


In the event of borrowing money, the 
most likely thing would be to put a bond 
or note issue out. Chandler is in an 
admirable position to do that because it 
has no preferred stock or bonds at pres- 
ent. But clapping a bond issue onto the 
company would not strengthen the posi- 
tion of the common stock, certainly. It 
would simply mean putting a capital ob- 
ligation ahead of the stock and the assump- 
tion of interest charges and perhaps sink- 
ing fund charges, which would 
priority over dividend payments. 


have 


135 














Industrials 





Allis Chalmers— 

Friends of Allis Chalmers are taking 
encouragement from the fact that the offi- 
cials of the company expect the earnings 
for the first six months of this year to be 
sufficient to cover dividend on the com- 
During the first 
quarter of the year net available was 
equal to about $4 a share on the Junior 
issue, and the actual dividend is only $4. 
Current business is said to be practically 
on the basis of 1920 and 1919 and at the 


mon shares twice over. 


close of the last quarter orders were 
equivalent to approximately 40% of 
normal. 


American Ice — 


The mid-summer heat of the past few 
weeks has brought joy to the holders of 
American Ice stock. Increased activity 
in this security last week was a reminder. 
When the dividend was increased recently 
there was no distribution of the stock, 
which was bought in anticipation of the 
dividend, and still remains in the hands of 
those who are expecting a higher price 
level. Offerings at the recent levels show 
a return of about 10% and the apparently 
strong financial position of the company 
and prospect of large earnings for this 
fiscal year seem to have brought a num- 
ber of new friends to the stock. 


American Steel Foundries— 

Expectations are extremely bullish in 
this stock. The company controls the im- 
portant Griffin Wheel Co. which is antici- 
pated will receive considerable orders for 
new wheels from the railroads. In good 
times the earnings of the Griffin Co. swell 
materially the revenues of the controlling 
company. In good years the holding com- 
pany is a good profit maker. 


American Telephone— 

An improved market tone for the shares 
of this company is expected to set in now 
that the date has expired when rights to 
the new issue of stock can be exercised. 
Considering that the new issue involved 
$90,000,000 new capital, it must be con- 
ceded that American Telephone acted very 
well, for in such a reactionary market as 
we passed through, had more weakness 
developed it would not have been surpris- 
ing. The strength of the stock reflects 
how well it is regarded among investors 
to whom the nine per cent. dividend ap- 
peals strongly. 
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American Woolen— 


The opening of the 1922 line of men’s 
spring fabrics by American Woolen is ex- 
pected to be very satisfactory for the 
company, as most manufacturers are said 
to be low in their stocks. The company 
reports exceptionally large orders in cot- 
ton goods. The stock has been showing 
strength as a result of the favorable re- 
ports. 


Famous Players— 

How important it has become to the 
moving picture producers to get their ex- 
penses down is indicated by the remarks 
made in New York by Samuel Goldwyn, 
a leading light in the industry and head 
of the company bearing his name. He 
stated that a condition now exists making 
it imperative to reduce the cost of pictures, 
or not making them at all. His remarks 
foretell the end of fabulous salaries. Los 
Angeles where many studios are located is 
said to be filled with moving picture artists 
out of jobs. All these adverse factors are 
not likely to cause much bullish enthusiasm 
for these securities as they denote that 
there must be a complete readjustment in 
the business before it is again on a sound 
basis. 


Toward the close of last week there was 
a sharp break in the price of the stock to 
a new low level for the year. This decline 
was rather illogical, in view of preliminary 
statement of earnings for the first half of 
this year. It was estimated that net would 
amount to about $13 a share on the common, 
which would be $5 in excess of the regular 
annual dividend. Those who insisted upon 
the soundness of their bearish position re- 
garding the stock asserted that the record 
of the first six months must not be consid- 
ered as having a bearing on the present con- 
dition of the industry. The dearth of new 
material for scenarios and the hot summer 
weather are suggested as reasons for an- 
ticipating a decline in earnings in the bal- 
ance of the year. 


International Motor Truck— 

A very encouraging statement was put 
out regarding the business of the com- 
pany, which is said to be running at 70% 
of its normal capacity. This is considered 
much better than the company’s principal 
rivals are doing. Considering this assur- 
ance as a fact, the year’s earnings are 
expected to cover the preferred dividend, 
but fall slightly short of last year’s per- 
formance when 3.98 was earned on the 
common stock. Business of the motor 
truck companies is expected to revive 
more quickly than with the manufacturers 








of pleasure cars. The company is in a 
good physical and financial condition, and 
it turns out a truck that has gained quite 
a reputation for endurance and economy, 


Kennecott Copper— 

Though mining operations are almost at 
a standstill Kennecott Copper’s output for 
1921 is not expected to fall much short 
of what it was in the previous year. It 
is estimated that the production this year 
will run to 100,000,000 pounds. The year 
before it was 117,000,000. The company 
has the advantage of being one of the 
cheapest producers. It can turn out the 
metal around 11 cents a pound. On this 
basis it could earn a profit even on the 
present low price for the metal. Among 
the coppers Kennecott is considered one of 
the most attractive speculations. 


The Leather Stocks— 

Last week there was a considerable de- 
mand for leather stocks, and under the 
leadership of Endicott-Johnson, 
moved ‘to higher levels. Reports from 
shoe factories indicate that business is 
running very close to normal, and there 
has been a recovery in the price for hides 
which is attributed to the resumption of 
German buying. Comparing Central 
Leather and American Hide in the six- 
year period, 1914 to 1920, indicates that 
the former made a gain in working capital, 
accompanied by larger inventories, while 
the latter showed a decrease in working 
capital and a much smaller decrease in 
inventories. Both companies, however, 
managed to reduce their funded debt. 
There is considerable confidence now in 
the outlook for the shoe manufacturers, 
and stocks of well-managed companies, 
whose financial position is said to be in 
good order, like Endicott-Johnson, are ex- 


pected to give a very good account of 
themselves. 


prices 


Lee Tire— 


The shareholders of the company can 
thank their directors and management 
that the company is in such a strong 
financial situation that it is common dis- 
cussion about the dividend being paid. At 
the height of the boom in rubber they 
sensibly thought it best to sell the raw 
material on hand at a considerable profit. 
Thus the company cut two blades of grass 
with one sweep of the scythe, realizing 
by the sale of this rubber the inflation 
Profits and is now in a position to replace 
its stocks with low priced rubber. It was 
one of the few companies that was spared 


the painful process of reducing inventories 
on the books. 
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Pullman Company— 

The impression in the Street is that the 
dividend of Pullman was not earned dur- 
ing the recent quarter, although no state- 
ment regarding actual earnings has heen 
made public by the company, or was ob- 
tainable. In the last balance sheet, the 
profit and loss surplus was reported as 
$23,687,000 as against $5,671,000 in 1914. 
The directors at their meeting last week 
lived up to expectations in declaring a 
regular dividend. The assumption is that 
undivided profits of the war period are 
now being used to tide over the depression. 


Republic Iron & Steel— 

At mid-week last the stock of Republic 
Iron & Steel, which had been holding fair- 
ly firm, broke, when reports were circu- 
lated in the Street that the earnings state- 
ment might not come up to expectations. 
When the statement was finally issued it 
was shown that there was a deficit after 
the payment of all charges and taxes of 
$883,673 compared with a deficit of $104,- 
611 in the first quarter of the year, and a 
surplus of over $2,000,000 in the second 
quarter of last year. After the payment of 
the preferred dividend, the deficit for the 
second quarter of this year to $1,321,173. 


Western Union— 

The sharp decline in the price of. 
Western Union which was alluded to in 
this department in the July 18 issue was 
explained largely by the rumors that the 
company contemplated new financing, a 
procedure which the Street almost in- 
variably uses as a bear argument. Last 
week, the rumored new financing inten- 
tions were denied by officials. Just at 
present there seems to be under way a 
concerted “whispering campaign.” Is it 
the sort of campaign which. precedes a 
buoyant, upward trend? 





Rails 





Delaware & Lackawanna— 

The Street anticipates that a stock 
dividend of 100% will be declared by 
Delaware, Lackawanna & Western direc- 
tors when they meet Wednesday of this 
week. The road applied to the Interstate 
Commerce Commission last September for 
authority to capitalize its surplus of ap- 
proximately $90,000,000 and now proposes 
to increase the company’s capital stock by 
$45,000,000. The management believes that 
an increase in capital stock demonstrates 
the lawful earning of the surplus as the 
Interstate Commerce Commission has 
given its approval to the capitalization. 


Kansas City Southern— 

Among the roads that are beginning to 
show the effect of economy in operation 
and benefits of wage reduction is Kansas 
City Southern, whose earnings of gross 
revenues for June totaled $1,780,800, which 
was an increase of $117,058 over the same 
month of last year. For the six months 
ending June 30, the gross revenues totaled 
over $11,000,000 which was an increase 
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well over a million dollars over the cor- 
responding period of 1920. 


Nickel Plate-- 

There has been some very interesting 
developments in the stock of the New York, 
Chicago & St. Louis of late. In one day 
last week, with transactions limited to but 
a few shares, the stock advanced several 
points. The company is known to be mak- 
ing a good showing in earnings and in the 
past few years it has more than justified 
its position as a carrier of freight at a 
profit. In connection with the recent 
strength of the stock is the rumor of a pos- 
sible merger of the road with the Pere 
Marquette. No official confirmation or 
denial could be had in this connection. 
Pennsylvania— 

During the week the directors of the 
Pennsylvania are to act on the dividend. 
Of late railroad earnings, especially the 
net, have been more encouraging and this 
leads to the hope that the present rate of 
4% will be maintained. The officials of 
the road may feel encouraged to take 
such action in view of the general im- 
pression that a definite turn in business 


is expected to set in before 1921 has 
ended. 


Rock Island— 
The directors of the Rock Island last 


week approved the voluntary reduction of 
salaries of officials of the lines, which 
action follows similar economies inaugu- 
rated by other companies. This is tangible 
evidence that the management does not pro- 
pose to overlook anything that will tend to 
lower the operating ratio. The roads now 
are out to bring expenses down to the 
bone to make up for the drain that has 
been pulling down net in the past several 
months. Such actions should come as en- 
couraging news to stockholders. The stocks 
of Rock Island have been acting well, 
keeping in line with the improvement shown 
by other shares in the group. 


Southern Pacific 


The favorable earnings statement made 
by Southern Pacific for June and for the 
first six months of the year had a moder- 
ately stimulating effect upon the stock as 
last week drew to a close. As has been the 
case with many other roads that have made 
reports, the showing for June was an im- 
provement over the corresponding month 
last year. Gross revenues totaled $23,044,- 
227, which was an increase of $1,221,948, 
and net income after taxes, rentals and 


other charges, showed an increase of $363,- 
897. 


The showing for the first six months of 
the year is even more favorable, as the 
road was able to save almost every dollar 
of increased revenue. With the reductions 
in wages which went into effect on July 1, 
the increase in net income is expected to be 
larger during the last half of the year. The 
gross revenue for the six months ended 
June 30 was $130,248,364, an increase of 
$4,687,069, while net income was $13,359,- 
419, a gain of $4,562,561. 


Union Pacific— 

Last week there came into evidence the 
same speculatively quizzical rumors which 
added amusement to the past-times of the 
bears a months or so ago. It was the 
recall of the question: what will the 
Union Pacific directors do regarding the 
dividend when they meet a month hence. 
At the same time those who were occupy- 
ing themselves with questions referred to 
the fact that the first five months of this 
year seem to have resulted in a decreasé 
of around $10,000,000 as compared with 
last year. It is of litthe moment to those 
who are bothered, or profess to be 
bothered, that the bulk of the deficit was 
in the first quarter, which always is the 
lean period, and that, in spite of the 
business depression of April and May, 
the returns were close to those of the 
same months in 1920. June returns have 
not been published. But of such stuff 
are the doubts of bears constructed. In- 
vestors should turn a deaf ear to the 
murmurings. 





Oils 


General Asphalt— 

The General Asphalt pool is finding that 
the road it has chosen is by no means 
smooth. Its operations daily are running 
into obstacles. The following which has 
been attracted to the stock from time to 
time daily dwindles. Last week it was re- 
ported that there had been an audit of the 
company’s books and that the results were 
not such as to bring encouragement. The 
management is supposed to be feeling for 
a bank loan and, according to the rumors, 
has been forced to wait until a satisfactory 
accounting could be rendered. 





Mexican Pete— 

Strength in Mexican Petroleum early 
in the week attracted considerable com- 
ment in the Street where there were two 
opposing opinions regarding the reason. 
One insisted that insiders were behind the 
stock, confident in the ultimate establish- 
ment of harmonious 
Mexican Government. 


the 
The opposing con- 
tingent was of the opinion that the sudden 


relations with 


* rise was the result of the needs of a large 


short interest. At this writing there is 
much uncertainty regarding. possible im- 
port duties in Washington and regarding 
the export duty imposed by the Mexican 


Government. 


Pan-American Pete— 

The professional contingent found satis- 
faction last week in their successful opera- 
tions in Pan-American Pete which was de- 
pressed while the news of fires in the 
Mexican oil fields was being digested by the 
Street. It may be remarked that in the 
past the news that has come regarding the 
oil areas and developments south of the 
Rio Grande have been more or less dis- 
torted. Some assert that most of the re- 
ports have been part of a well thought out 
plan. Although the stock of this company 
was depressed, there was no particular sign 
of alarm among the holders. 
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THOSE ALLIED DEBTS 


HE world’s unbalance continues to 

| be a topic of vital interest where 

two or three, or more, are gathered 

to discuss the possible return of prosperity. 

The country still has a surplus of products 

for which it would have customers. Europe 

needs our goods badly. And here we are 
at the edge of a sea of difficulty. 


Unquestionably the balance in the ex- 
changes must be reestablished. But how? 
“The question,” opines the New York 
Times, “ is how to balance an economic 
vacuum against all the free gold in the 
world. Our Federal Reserve System is 
a commercial system and its resources are 
not to be diverted from the services of 
production and exchange. But what a 
mighty stimulus might there not be in bil- 
lions of credit for trade and industry 
against endorsed commercial paper as 
usual, additionally strengthened by two or 
three nation paper?” 


The thought has been projected that the 
solution, or rather the balancing of the 
world’s unbalanced position is to be found 
in a plan whereby the interallied debts 
may be refunded in direct association with 
the German reparations. 


It is believed by those who accept the 
thought that the key to the problem lies 
in the taking of German paper for our 
goods sent to our debtors, with the en- 
dorsement of our debtors. It is urged that 
such a procedure would promote the sale 
of our goods and strengthen our debtors 
to pay us. 


a. 


LONDON CONFIDENT 


Business conditions in England have 
been materially improved by the recent 


settlement of the British coal strike. The. 


3ritish labor world is in much more con- 
genial mood, and business men are more 
confident. 


There is a general atmosphere of ex- 
pectancy. One of the most important de- 
velopments of a favorable nature should 
be in the iron and coal industry. On the 
London Stock Exchange there has been a 
decided evidence of optimism, although 
prices have not moved forward more than 
moderately as business so far has been in 
small volume. 


It may be observed that there is reason 
for looking upon the strike settlement as 
generally favorable because it should teach 
a lesson to the workers in other indus- 
tries. The strike menace should now be 
less acute than it has been in years. That 
is a constructive view. 


The rivalry ‘between London and New 
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York as international financial centers is 
a subject of interest among students of 
world economics and the changes that 
have been wrought by the World War. 
There have .been contenders favoring 
both centers with equal vehemence. And 
almost daily there comes into view some 
development which has a bearing on the 
subject. 


One who favors London remarks that 
New York can become a mighty financial 
center without doing much business out- 
side of the United States while London 
must seize world trade, and therefore play 
a very large role in international finance, 
or go backward. 

The fact that Great Britain so often is 
able to underbid the United States is 
cited as one other reason why London 
must predominate, in the opinion of her 
champions. A case in point which your 
reviewer has noted was the effort of Nor- 
way to float a loan and the price asked in 
New York was 8%. London secured the 
money from British investors at a cost of 


634%. 


“If we are the partners of other na- 
tions in their enterprises, through the in- 
vestment of our surplus gold abroad, the 
suspicions of international bitterness will 
disappear, and in carrying out this duty 
of enlightened selfishness we will create 
organizations and establish a personnel 
that will act in accordance with the atti- 
tude, practices, traditions and prejudices 
of the nations with which we deal,” he 
continued. 


“I do not have to point out there is a 
psychological feeling on the part of a 
debtor to a creditor which tends toward 
the development of animosities, and one of 
the results of the transfer to us of the 
power that lies in the hands of a creditor 
nation has created an animosity and bit- 
terness toward us on the part of other 
nations which is in excess of our just 
deserts, even though we admit that be- 
cause of our rigidity and inexperience we 
are somewhat lacking in an ability to un- 
derstand the problems of other nations. 


“It is therefore most desirable that we 
so conduct ourselves that we may greatly 








Foreign Exchange Quotations 
The foreign exchanges nearly all suffered some decline since September 27. The 











changes are shown by the following table: Change from 
Rate Rate Rate previous week 
Unit in cts. in cts. in cts. r on ~ 

. value Sept. 27 July 14 July 21 Up Off 
CNG Neds cud'nc anods tated .1930 .0668 0782 0773 Pian .0009 
IONE... ne vvcwscscrnsnd 4.8665 3.4925 3.6312 3.5200 1112 
Se .1930 1608 1651 1645 .0006 
ia wetie ts dba wakes 4220 3108 3188 3140 0048 
EE: cies bine sewawae .2680 1375 1598 1512 .0086 
EY wales sens oklebaware .2680 .1400 1355 1228 .0127 
EEE 650 0eeesesctkeves .2680 .1870 2115 .2053 tai .0062 

Eee .1930 1445 .1284 1290 .0006 
NL Sits even ne tenkeus .1930 .0706 .0762 .0763 .0001 nians 
ES ERT GED 2382 .0163 .0132 .0130 .0002 
SE Sekitenncds+caevik os .1930 .0420 .0458 0447 .0009 
ation 

The one way in which the United States modify this feeling of dislike and 
can make a deep impression in interna- animosity. This is particularly necessary 


tional finance is for her inyestors and 
bankers to take a lesson from the prac- 
tices of the British and interest themselves 
in foreign finance and international con- 
ditions. 
x* * * 
A BANKER’S VIEWS 

A well known Pacific Coast banker, Mr. 
Henry M. Robinson, of Los Angeles, de- 
clares that Europe’s debts to the United 
States cannot be paid unless Americans 
make permanent investments abroad. 


“If we invest our money abroad and, 
with the investments, aid in building up 
the productivity of the debtor nations 
there will be no need for foreign debt 
cancellations,” Mr. Robinson said. In- 
vestments should be made in actual phys- 
ical property or in the securities of the 
other nations, he added. 





if we are to continue in commercial rela- 
tions with the rest of the world.” 
* * * 
SUIT FOR SOVIET GOLD 
An important judgment has just been 
given by British courts respecting the Rus- 
sian gold held by the Bank of England 
for the account of the Soviet Government. 
It was sought by the holder of some Rus- 
sian bonds issued in 1906 to establish a 
claim on this gold as having formed part 
of the gold seized from the late Imperial 
Government. As a result of the court’s 
decision the gold remains the property of 
the Soviet Government. 


The decision has a vital bearing upon 
Russian trade with Great Britain, because 
it prevents the seizure of the Soviet’s 
principal asset in Great Britain. Bankers 

(Concluded on page 153) 
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RAILROAD banker who can see 
A farther with his eyes shut than 
many others could with the aid of a 
magnifying glass, has given me some inter- 
esting high-lights on the railroad situa- 
tion which are worth more than all the 
blind groping one runs counter to in the 
Street at every turn. He asserts that about 
the saddest people in the country six 
months hence will be the ones who have 
given ear to the people who have found 
reason for apprehension in every individual 
record of falling earnings in January last, 
or such actions as that of the folks who 
have let their stocks go because this or 
that railroad was spoken of as in danger 
of being unable to declare its dividends. 
“A cow that stubbornly refuses to get off 
the track when an express train is bear- 
ing down upon it has wonderful nerve, 
but mighty poor judgment,” he said. 
Sut the judgment of the cow is genius 
compared to the judgment of a great 
many who are either stockholders of the 
railroads or have some interest in the 
probable future of the roads.” 


*x* * * 


This banker asserts that those who 
complain that increased freight rates 
have proved a disappointment and have 
done nothing to help the situation are 
either willfully or innocently misleading 
the public. And if they are innocent, 
there is no excuse for them. He pointed 
out that, although 1920 was a bigger year 
for the roads than the previous one, the 
net earnings of the companies in January 
1920 were but some 300 odd thousand 
dollars ahead of the same month in 1919. 
In January last the net was nearly 9 mil- 
lions below the same month of 1920, 
which, considering the handicap of busi- 
ness depression plus seasonal decline, was 
not so bad, But the point he stressed was 
that the rgads in March of this year had 
net earnings of $58,748,091, which con- 
trasts with $38,834,636 in the same month 
in 1919. And February net this year was 
very close to 10 millions better than Feb- 
ruary of last year. This achievement, he 
said, is more notable when it is known 
that net in February 1920, compared with 
net in February 1919, was $9,853,459 con- 
.trasted with $27,425,736. “I fail to see 
just where the cause for alarm lies in a 
situation such as the figures reveal,” he 
asserted. 

*x* * * 

“I am prepared to admit that there is a 
possibility of May and June dropping be- 
low the record for March net,” he con- 
tinued, “but I decline to allow the prospect 
to disturb my confidence. July will, I feel 
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3 Thinks and lalks About § 


by the Saunterer 


certain, be the beginning of a marked im- 
provement. The progress which is indi- 
cated by the March figures as to net 
proves that reduction of operating ex- 
penses is no myth. And the wage reduc- 
tions that have come since then only 
make the situation better. I insist that 
private operation is making good and if 
those who affect disappointment regarding 
the benefits of the new railroad condi- 
tions have the future of the securities at 
heart they will stop their subterfuges and 
sham figuring and admit the coin.” 


* * * 


My casual remarks of last week re- 
garding the small investor and the invest- 
ment banker has brought some comment 
from Mr. Harry WILK, who has been do- 
ing some good work among bankers in his 
effort to create sentiment in favor of 
more aggressive educational campaigns 
among investors. He calls attention to 
the thousands of wage earners, salaried 
employes, and others who can be taught 
the wisdom of saving their money and 
many of whom have surplus funds that 
ought to be employed. Speaking of the 
money that is lost yearly through the 
promotion of get-rich-schemes, Mr. Wi1LK 
says: “The uninformed individual, not be- 
ing familiar with the fundamentals of 
sound investments, nor being properly in- 
structed in making an intelligent anals sis, 
is dazzled by the exceptional prospective 
profits offered him and as a rule does not 
take the precaution of investigating the 
proposition presented, hence all too fre- 
quently succumbs, to his sorrow. Thus, a 
great body of potential investors is lost 
to the community. 


* * * 


“That this is a loss indeed can be shown 
by one phase of the situation which has, 
up to the present time, been given but 
scant consideration. The man who owns 
stocks or bonds of an enterprise is nat- 
urally interested in seeing that particular 
business prosper. He, therefore, is not 
as likely to be swayed by utopian schemes 
of impractical dreamers as he might other- 
wise be and thus can be depended on to 
uphold orderly control and management of 
business and government. The prosperity 
of the country will increasingly depend 
on the extension of existing enterprises 
and the development of new businesses. 
Savings that are unemployed or that are 
not profitably invested are a hindrance to 
the economic progress of a nation, and 
it is the savings of far-sighted men and 
women which must more and more be 
diverted to channels of profitable invest- 
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ment. Money put into sound investments 
helps to speed up industry, gives men em- 
ployment, and keeps labor productively 
and profitably occupied. 

With reference to the Liberty Loan 
drives’ moral effect, Mr. WiLk says: 

“It has been well said that if the Amer- 
ican people learned nothing else of value 
as a result of the war, they did learn that 
they could save money, if necessary. Ex- 
perience shows that the widespread pub- 
licity of the several Liberty Loan cam- 
paigns has made the rank and file of 
Americans think of profitable means of 
employing their surplus funds. This in- 
terest of the average American can be 
conserved and used to good advantage by 
showing him the wisdom of safe invest- 
ments as against speculations.” 

But, one again inquires, are the bankers 
profiting by the opportunity as_ they 
should? THE SAUNTERER thinks not. 


* * * 


How some commentators disport them- 
selves is well illustrated by the review of 
one day’s stock market last week. The day 
was Thursday. The review in mind carried 
the heading—“Dull and Sagging.” A glance 
at the averages of prices revealed that 
twenty industrial stocks average 65% as 
compared to 65 on the previous day and 
64% a week ago. The average of 20 rail- 
roads was 53%, as compared with 53% 
on the day before and 51% on Thursday of 
the previous week. The average price for 
40 stocks was 59%, unchanged from the 
average for the previous day and 57% a 
week previously. Doubtless, the writer of 
the review, ignoring the averages, focused 
his attention on one or two speculative 
stocks and, because they were off, took 
from the fact his cue for summary of the 
entire list and the day’s trading. At the 
same time, he complained because the mar- 
ket did not, to his mind, take account of 
the lowering of the rediscount rates and 
other favorable factors. He was overawed 
by the “sharpest recession in Mexican 
Petroleum” which is a stock which has 
sharp activities up or down at unexpected 
times and without much explanation either 
way. A stock like B. & O. which is favor- 
ably regarded, sold off %, which was not 
exactly a sag, and not much of a dip. 


* * * 


I learn that, instead of the M. K. & T. 
situation being at a standstill, substantial 
progress is being made. The Street has 
been patient and its nerves are begin- 
ning to fray. However, I would suggest 
that bondholders bide their time and 
wait the announcement. 
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By THE OBSERVER 


Only recently the wreckage of a big 


Rich enterprise was sold in Chicago under 
Men the hammer. It was the Chicago 
Err Utilities Co., originally the Chicago 


Subway, a popular speculation of 
about twenty years ago, when John-W. Gates and his 
well-known Chicago following was considered some- 
what of a market factor. 


The old Subway stock was run up to over $80 a 
share. This was in the days when Wheeler dreamed he 
had solved the problem of removing the congestion of 
traffic from Chicago’s streets. He would carry all this 
traffic by an underground railroad and later would 
convert it also into a passenger transportation system. 
His theory sounded so practical he found it not difficult 
to interest Gates, the Armours and even so shrewd a 
man as Harriman, who put millions into the bonds of 
the company. 


But rich men are just as liable to err as is the av- 
erage investor. What slipped their usual shrewd per- 
ception was the fact that it cost more to unload freight 
from the subway cars than it cost to cart it through 
the streets on trucks. This defect did not develop until 
the Subway had been in operation. It was a serious 
defect, a rock upon which the enterprise was shattered. 
The old Chicago Subway soon became bankrupt from 
lack of business, and the stock, which once sold so high, 
could have been bought for fifty cents a share. 

The reorganized company, whose remains were of- 
_ficially disposed of several weeks ago, succeeded no 
better. The millions invested by Harriman, Armour 
and other rich men all have been virtually lost. The in- 
cident is cited as an illustration that the fates are no 
respecter of the individual, and human judgment is 
not infallible. 


No longer is the space between the 
> 


That two sidewalks on Broad Street filled 
Rump with a mob of gesticulating traders 
Curb who composed the real curb mar- 


ket. The men who made up this 

market have sensibly moved indoors, where they can 
more readily control the character of their operations. 
Out in the space where once the real curb market 
did business there now gathers together an insignifi- 
cant and motley group foolishly believing they are per- 
petuating an institution. Through the courtesy of the 
Mayor they are permitted to carry on a useless experi- 
ment. In fact the permission granted to this curb 


market only invites a continuation of such questionable ~ 


financial transactions which heretofore brought dis- 
grace on the former curb market because of its in- 
ability to effectively control dealing in securities. 

If this rump curb market meets with any measure 
of success it will provide a dumping ground for the 
most doubtful kind of securities and by working up an 


artificial movement in their prices the public will be 
misled into believing a real market exists. This was 
one of the principal evils of the real curb market, 
which, now that it is in its new home, it has taken steps 
to correct. Sharp promoters desire the listing of their 
securities for the sake of being able to advertise the 
fact. Another frequent trick of theirs was to negotiate 
a single sale on the curb, and then secure mention of 
this quotation in some of the newspapers, which was 
quite often above the price they themselves asked, and 
thus fool their clients into thinking they were buying at 
a bargain an active security, when it was no different 
than the general run of get-rich-quick offerings. 


Such malpractices in speculation could be continued 
on the rump curb market. It certainly will take long 
before any financial reforms can be effected in New 
York, the country’s leading financial center, and where 
respectability should be the first concern, when city 
officials permit nondescript traders to use one of the 
principal streets to barter in nondescript securities, for 
that is all they deal in, for the better grade of securi- 
ties are confined to a legitimate market. 


Why several of our prominent men 


Startling shied from accepting the Chairman- 
Shipping. ship of the U. S. Shipping Board 
Deficit is no longer a mystery. Through 


the courageous action of Chairman 
A. B. Lasker it has been cleared away. But his revela- 


.tions of wastefulness, recklessness and woeful misman- 


agement have startled the country. Considering the 
deficit for last year, which he puts at $380,000,000, the 
public not only realizes why such heavy taxes must be 
levied and can appreciate what a folly it is for the 
Government to attempt to enter private business. 


Yortunately the mismanagement of the Shipping 
Board cannot be charged to President Harding. As 
Mr. Lasker plainly put it it is “the most colossal wreck 
that any administration ever inherited.” It is to the 
lasting credit of the President to say to the chairman 
when informed of his appalling condition that the pub- 
lic should not be kept in darkness about it but should 
be informed at once. He wisely can see in such frank 
action the certainty of the public standing behind his 
earnest effort to eliminate all waste in the administra- 


tion of the Government and attempt to put it on a busi- 
ness basis. 


While Mr. Lasker absolves any particular individual 
from blame for the slip-shod way the Government's 
shipping business was conducted the taxpayer will not 
view his exposures with a similarly charitable spirit. 
Deficits, whether they appear in private business or in 
Government operations, must be made good. The near- 
ly $400,000,000 shortage in the Shipping Board must 


be made good by special appropriation by Congress, and 
must come out of the public’s hide. 











In private business any such signs of mismanagement 
would quickly bring its proper remedy, and that would 
be the immediate discharge of the heads who permitted 
such wastefulness. The reorganization of the Shipping 
Board came none too soon and the President has been 


very fortunate in finding so able an assistant to take 
hold of the job. 


There is quite a contrast today in 


Utilities the earnings of public service cor- 
Gaining porations to what they were but a 
Rapidly year ago. The improvements noted 


must awaken renewed hope among 
the holders of such securities, who for nearly four years 
saw them losing ground without any fault of theirs. 
They were the victims of the inexorable necessities of 
the war. By having fixed upon them the iron band of 
rate regulation they could not avoid deficits despite the 
increase in their gross earnings. Here was an anoma- 
lous situation affecting a class of investors who in num- 


ber was only second in proportion to the holders of 
railroad stocks and bonds. 


But the turn in the affairs has definitely set in. The 
betterment is of a permanent character, and the re- 
sponsibility for this improvement must be credited to 
two important functional changes; first that of in- 
creased rates granted by numerous cities and communi- 
ties when it was recognized that unless such relief was 
granted it meant the breakdown of these public con- 
veniences; and the second, resulting from a more nat- 
ural transformation, a decrease in operating costs and 
the natural readjustment in wages. 


In more than one way will this improvement turn out 
to be of general advantage. It will lead to a steady en- 
hancement in the market value of public service se- 
curities and encourage investment in them, since nothing 
is more effective in stimulating an investment demand 
than a tide of rising prices. With a changed invest- 
ment sentiment as a background stimulus will be pro- 
vided upon which new securities can be sold and addi- 
tional capital raised for the retarded development of 
these useful and much needed enterprises. 


With more funds available, raised from new security 
issues and from what can be spared from net income, 
the public utilities can help in the restoration of gen- 
eral prosperity, now held in leash simply because stim- 
ulus for business is lacking. 


The favorable reception to the sug- 

Helping gestion to allow the railroads to re- 

the pay the Government for capital ex- 

Rails pended upon their improvement dur- 

ing the war with issues of long term 

bonds is a good augury. It shows that the Adminis- 
tration is thoroughly alive to the needs of the hour. 


Were the Government to demand the immediate pay- 
ment of these obligations it might precipitate a finan- 
cial crisis for some of the weaker railroads, which would 
be hard put to find the money, as they could not spare 
it out of their current earnings. While business shows 
signs of improvement for the railroads, it does not 


come from increased traffic, but largely from savings 
from operating expenses and other economies in man- 
agement. Help came to them too late from increased 
freight rates, for when the Interstate Commerce Com- 
mission granted this relief the business boom was over. 


The Government can well afford to accept bonds in 
liquidation of the railroads’ debt. It loses no money 
by the process, since it could place these bonds in its 
treasury and keep them there for use in retiring Liberty 
bonds when they mature. In the meantime the interest 
received could be set aside to meet the interest on I_ib- 
ertys. It would be a case of one hand washing the 
other with both of the interested parties mutually help- 
ing themselves. 


As for the railroads, did they not’ have to pay the 
half billion dollars they are in debt for to the Gov- 
ernment at once but at comfortable periods, they could 
use more freely their surplus earnings to replenish their 
run-down equipment. How sorely this is needed every 
traveler recognizes. With the railroads more free to 
buy material and equipment one of the largest customers 
of business would again be entering the market. 


Customers are what can benefit business the most 
just now. Any scheme or proposition which will de- 
velop them should be encouraged on all sides, for the 
benefits will be conferred upon all industries. 


Were we to follow the course of 


Bonds logical reasoning the improved de- 
Pick mand for bonds could be considered 


Up an encouraging sign. Bond prices 

are the first to suffer when there is 

an urgent demand for money on the part of business. 

Their rate of interest being fixed, causes the market 

price of bonds to rise or fall according to the current 
interest rates capital commands. 


This situation is not fully understood by the majority 
of investors. Hence, they are often disturbed about the 
security of their investment in bonds by the market 
decline in prices. Having been told by investment 
bankers that the security is a safe one they cannot un- 
derstand why it should sell under the price that was 
paid for it. Did bankers make a greater effort to im- 
press upon their clients that they refer to the securitv 
itself and the ultimate payment of the principal at a 
hundreds cents on the dollar, when they speak about 
the safety of the investment, and not to the market 
price, the prevailing misconception about the use of 
the term “safety” would be cleared away, and they 
would receive fewer complaints from investors when 
prices fall below their own purchase figure. 


Bond prices declined considerably during the war, 
for business was willing to pay unusually high for the 
use of money. The condition is different now, with 
the dullness in trade releasing capital which never seeks 
idleness but some employment. This capital is now 
finding use in purchase of bonds which can be bought 
at prices to yield a good return. So it is but a logical 
process for bonds prices to be gradually recovering 
to the level where their income yields are more in line 
with current rates for money. 
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HERE was a considerable amount 
of encouragement to be derived 
from the action of the municipal 
bond market of the last week. The lethar- 
gy which has been the outstanding fea- 
ture of this particular field of investment 
for some time has apparently been over- 
come, and if the past week can be ac- 
cepted as a criterion, operations on a 
more normal basis are to be expected. It 
cannot be said, however, that prices show 
any tendency towards higher levels. The 
probability of a revision in income tax 
rates over-balances the prospect of easier 
credit. 


The City of Philadelphia sold $5,000,000 
of 5% per cent., bonds during the week, 
at a record high yield price, that is, at 
a price to return the investor 5.20 per 
cent. as compared with 4.90 per cent. the 
previous best return ever allowed by this 
city upon new issues. Bond dealers were 
extremely anxious to underwrite this high- 
grade offering as was attested by the 
presence of forty-three tenders. A strong 
New York banking syndicate was suc- 
cessful in acquiring the issue at a price 
of 104.139, on an “all or none” basis, re- 
offering the bonds at once at 105.50. More 
than a fifth of the entire offering was 
taken within an hour and subsequently 
most of the remainder has been resold. 

There were several other issues of con- 
siderable size taken during the week. The 
Province of British Columbia disposed of 
$2,000,000 of five-year 6 per cent. bonds, 
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on a basis to yield about 73%4 per cent. 
The City of Saint Paul sold $1,000,000 of 
6s, due in thirty years, at a price of 110.50, 
to yield about 5.30 per cent. 

The City of Norfolk was also in the 
market for a little over a million dollars 
for the period of one year for which the 
lender receives 6.25 per cent. on his invest- 
ment. For a short term, tax-exempt in- 
vestment these Norfolk 6s offer an attrac- 
tive possibility. 








WEEKLY INVESTMENT 
SUGGESTIONS 
Long Term 

Yield 

Per 

Issue Cent. 
City of Schenectady 5%s 1941*.... 5.00 
City of Omaha 4% 1941............ 5.50 
City of So. Orange 6s 1935*........ 5.60 


City of Portland, Me., 5s 1946....... 5.05 


Miami Conserv. 5%4s 1939.......... 5.50 
Short Term 

City of Taconia $s 9922*. .. cist. 6.00 

City of Chicago 4s 1923*........... 6.00 

City of Youngstown 4%s 1923*..... 6.13 


City of Akron 5%s 1925........... 5.75 
City of Sacramento 4%s 1923...... 





*Legal investment in New York. 








Some of the important offerings of re- 
cent date were: 


MICHIGAN 5%s 

The State of Michigan has sold $15,000,- 
000 534 per cent. twenty-year bonds, due 
July 1, 1941, at a price to yield about 5.30 
per cent. This issue is authorized under 
an amendment to the State Constitution 
and forms a direct and general obligation 
of the State. The proceeds from the sale 
of the bonds are to be used for payment 
of a bonus to soldiers. Assessed valua- 
tion, $5,606,775,536, total bonded debt $36,- 
500,000, or less than three-quarters of one 
per cent. Tax exempt in the State of 
Michigan and legal investment in New 
York and all New England States. 


CALIFORNIA 5%s 


The State of California has sold $4,- 
878,000 534 per cent. Highway Bonds, due 
serially from 1928 to 1937, at prices to 
yield from 5.75 per cent. to 5.40 per cent. 
Assessed valuation $4,555,445,447, total 
bonded debt $59,180,000, or about 1.3 per 
cent. of assessed valuation. These bonds, 
issued for construction of highways, are 
direct general obligations of the State. 
Legal investment for savings banks and 
trust funds in New York and all New 
England States. 


PHILADELPHIA 5%s 
The City of Philadelphia has sold $5,- 


000,000 fifty-year 514 per cent. bonds, due 
July 16, 1971, at a price to yield about 
5.20 per cent. The bonds are issued with- 
out option of payment prior to maturity. 
Exempt from Pennsylvania State tax and 
free from all Federal income taxes. Legal 
investment for savings banks and trust 
funds in New York, Pennsylvania, New 
Jersey and all New England States. 
NORFOLK 6s 

The City of Norfolk, Virginia, has sold 
$1,165,000, 6 per cent. Water Bonds, due 
July 15, 1922, at a price to yield 6.25 per 
cent. The City of Norfolk, with a popu- 
lation of 115,777, has an assessed valua- 
tion of $154,659,000. Net bonded debt with 
this issue included is 6.55 per cent. of as- 
sessed valuation. 


SAINT BERNARD 6s 

Saint Bernard, a suburb of the City of 
Cincinnati, has sold $223,000 6 per cent. 
stréet, sewer and improvement bonds, due 
July 1, 1951, at a price to yield 5.70 per 
cent. Assessed valuation of taxable prop- 
erty 1921, $28,880,150; net indebtedness, 
$668,165. The city is a very substantial 
community and the home of some of the 
largest manufacturing plants in Hamilton 
County—namely, the Globe Soap Co., the 
American Agricultural Chemical Co., 
Acme Tool Co., and many others. It is 
not improbable that Saint Bernard will 
become a part of the City of Cincinnati 
before the maturity of these bonds, as 
there is already a movement on foot to 
accomplish this. 


HASTINGS 6%s 

The Village of Hastings-on-Hudson, 
New York, has sold $100,000 of 6% per 
cent. paving bonds, due serially from 1926 
to 1950, at prices to yield from 5.50 per 
cent. to 5.25 per cent. Assessed valua- 
tion, $7,571,796; total bonded debt, $233,- 
000. Tax exempt in New York State. 


BRITISH COLUMBIA 6s 

The Province of British Columbia has 
sold $2,000,000 Five-year 6 per cent. Gold 
Bonds, due July 15, 1926, at a price to yield 
7.75 per cent. The bonds are a direct 
obligation of the Province, the third in 
size in the Dominion having an area ex- 
ceeding 238,459,000 acres. The natural re- 
sources of the Province make it one of the 
wealthiest of the Provinces and its mining, 
shipbuilding and fishing industries make it 
an important factor in commerce all over 
the world. From the ports of Victoria 
and Vancouver more than 6,000 vessels 
were cleared last year having a tonnage 
of over 8,000,000, or more than any other 
ports in Canada. Principal and interest 
payable in New York in United States 
gold coin. 
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The Patient Is Gaining Strength 


f 


meaningless dulness. 


We need have no further fears about the credit situation. 


HE present outlook is encouraging to one who looks beneath the surface and 
is willing to admit that signs of renewal of vitality may be found in apparently 


The news from the 


Spring wheat states carries cheer, for, as so often is the case, the condition of the crops 
is by no means as bad as it seemed a fortnight ago. In fact, the grain situation is more 


of a bullish than a bearish character. 


In the iron and steel industry there is a ready and decidedly favorable response to 


the cuts in prices. 


The railroads are beginning to purchase. 


There is evidence of 


stimulation in construction work as seen in reports of heavy increases in orders for 


structural steel. 


In short, upon careful diagnosis, it can 
safely be said that our patient, the stock 
narket, is gaining strength. 

Both agriculture and the steel indus- 
try are basic and barometrical. In June 
most of the news regarding these indus- 
tries was not particularly encouraging. 
But, to all appearances, there has come 
bout a change for the better. 


From the national capital comes the 
news that it is the hope of Republican 
leaders in Congress to make the new tax 
bill retroactive to January 1, 1921. 


That means that, should the excess 
profits levies be repeated, none will be 
collected for the present year. Result, 
strengthening of business. 


It means that whatever relief is afforded 
by the bill in regard to income and, cor- 
poration taxes, can be taken advantage 
of for the full calendar year, should the 
bill, as intended, be made law. 


Congressional leaders anticipate record 
speed in constructive, business-relieving 
tax revision. Altogether, this . news, 
‘oupled with the assurances of economies 
in governmental expenditures, are bright 
spots in the situation that investors can 
discount. 


In the past few weeks one notes there 
has been the sort of hop and skip trad- 
ing that is so often confusing to the aver- 
‘ge man. The market has been almost 
vholly professional, as far as the features 
were. concerned. And now these same 
professionals are acting as if they have 
ome to the end of their tether and are 


naking hay desperately so long as their 
sun shines. 


Meanwhile there has been under way 
quiet and persistent accumulation, more 
articularly in the rail stocks. Here the 


July 25, 1921 


realization that the next six months 
should prove good ones for the carriers, 
compared to the first six months of the 
year, has inspired the provident with con- 
fidence. 

Taking all of these factors together, one 
can gather from them the thought that 
the real advance in the market is not far 
off. How soon it will come—how long it 
will last—and how far it will go are 
merely questions for conjecture. One 
man’s opinion is about as good as an- 
other’s on that score. Time must prove. 


But farsighted investors will feel as- 
sured that the good omens far outnumber 
the uncertainties and the adverse factors. 
Therefore discriminate purchases at pres- 
ent levels, and on reactions would seem to 
be the part of wisdom. 


—_O——— 


Valuation Disagreement 

The Interstate Commerce Commission 
recently gave a tentative valuation of 
$17,326,263 for Toledo, St. Louis & West- 
ern Railroad. The company reports in- 
vestment in road and equipment of $39,- 
381,687. The discrepancy between the 
Commission’s estimate and that of the 
railroad is apparent, and the management 
has signified its disagreement. It is ex- 
plained that the valuation represents an 
appraisal of only $38,503 per mile for road 
and equipment for the 450 miles owned 
by the company. It has not been learned 
whether or not the officials of the company 
will make formal protests, but it is assumed 
that the matter will be gone into quite 
thoroughly, as it is vitally important that 
the basis for earnings shall be such as to 
permit of a reasonable return on capital- 
ization. And for this reason full recogni- 
tion of the capital invested must be had. 
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Getting Back to Normal 
(Continued from page 124) 


quire him to do so. But the average 
farmer appears to conceive of the Federal 
Reserve System as a machine erected for 
the purpose of advancing or sustaining 
the prices of farm products. If the mar- 
ket is advancing and he can borrow easilv 
he will not sell at any price. This may 
appear an extravagant statement, but it is 
literally true. In cases in the past where 
wheat, corn, cotton, etc., have advanced 
to abnormal figures for any reason the 
farmer has never been able to see the top 
or to believe that the price was quite high 
enough. 


SOUND METHODS 

The writer’s opinion is that there will 
be a recovery in commodity prices in the 
near future and that the supply of credit 
will be sufficient for all purposes. The 
recovery may go far enough to produce a 
degree of inflation, but it does not appear 
probable that the Federal Reserve Board 
will accept any suggestions or recom- 
mendations looking to a reduction in rates 
which will invite inflation. The poliev 
adopted by the Board during the last year 
has saved us from a panic and it is un- 
reasonable to assume that methods which 
have proved so sound will be abandoned, 
unless the present personnel of the Board 
is changed. Nor does there appear to be 
any reason for assuming that the Adminis- 
tration or the Congress will force a dras- 
tic change of policy, although such a 
change would mightily please a great 
many people. However, these are no more 
than personal views, and the reader is re- 
quested to take them as such. 


If the Federal Reserve Board continues 
to follow the conservative methods adopt- 
ed in the past, we are not likely to have a 
plethora of available money at low rates 
of interest. The reasonable expectation is 
that there will be a sufficient supply of 
funds to cover all requirements at rates 
averaging about six per cent. There will 
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be occasional periods of higher or lower 
rates, due primarily to seasonal influences, 
but even the seasonal effects on interest 
rates should not be so pronounced as in 
former years. 


EFFECTS ON SECURITY PRICES 

If the views offered in the preceding 
paragraphs prove correct, it does not fol- 
low that there will be no increase in specu- 
lation or no sustained rise 
prices. 


in securitv 
Securities are simply certificates 
of lien or ownership. If the value and 
profits of a corporation increase, the im- 
provement will inevitably be reflected in 
the securities of that property. Prices 
will rise above or fall below values, but 
they must be adjusted in time as certainlv 
as water seeks its own level. 


At present many securities are selling 
far below their indicated present or pros- 
pective values. There are three reasons 
for this, (1) the widespread feeling of 
doubt and apprehension, (2) the enforced 
liquidation of embarrassed individuals, 
and (3) the high income taxes. People 
will not buy when they are afraid of what 
the future holds; the selling by embar- 
rassed holders depresses the price level and 
also depresses sentiment, and the investor 
with an income of $100,000 or more a year 
cannot afford to carry anything but tax- 
exempt securities. But the fact should be 
kept steadily in mind that it is just because 
of these drawbacks that the man with a 
small income who is possessed of a rea- 
sonable degree of foresight and confidence 
is now able to secure unprecedented bar- 
gains. 


Reasonably safe bonds can now be pur- 
chased to yield seven per cent. or a little 
more. Many good stocks are available at 
prices showing a return of eight per cent. 
A four per cent. bond or. stock will sell at 
57 to show an immediate yield of seven 
per cent. If the price of capital falls to 
six per cent. the price of the security 
should rise to 67. If the price of capital 
falls to five per cent. the price of the se- 





curity, measured by the yield, should rise 
to 80. If our assumptions of a six per 
cent. level of interest rates for a year or 
two and a restoration of confidence in the 
near future are warranted, the purchaser 
of bonds or stocks at current prices now 
has unusual opportunities to secure a very 
high income return or to increase his prin- 
cipal through judicious purchases of a 
more or less speculative character. He 
may select his securities according to his 
individual requirements, or his willingness 
to accept different degrees of risk in order 
to increase the prospects of profit. 


FOREIGN CREDITS 


In some of the discussions of the meth-. 
ods and expediency of extending foreign 
credits, the commentators appear to enter- 
tain rather confused views as to the func- 
tions of credit and the possible extent of 
expansion. They apparently assume that 
production can be increased to an indefi- 
nite extent if credit is freely supplied. 
This is a common and quite natural error, 
but a little reflection will show that we 
cannot create a single dollar of capital by 
extending credit. Capital is machinery, 
mills, factories—all other means of pro- 
duction. All we can possibly do with capi- 
tal, so far as the use of credit is concerned, 
is to transfer it. Prices may be bid up 
to any height by the use of credit. A 
dozen men, each having equal credit with 
a certain producer can competitively in- 
crease their bids because they are granted 
credit. But nothing has been added to 
productive capacity by this process. We 
may give European producers credit for 
the purchase of a million pounds of cop- 
per, but the copper metal—i. e., the capital, 
we must transfer in order to complete the 
operation. If the competing European 
bidders put the price of copper to twenty- 
five or thirty cents the amount of metal 
will remain the same, 


COPPER SURPLUS 


The United States is the only nation 
which has a surplus supply of copper. A 
European manufacturer of copper goods 
may be able to secure large orders for his 
manufactures, but may lack the ability to 
buy a supply from us for cash. The 
American copper producer agrees to fur- 
nish the copper, and give the foreign 
manufacturer time to make up, deliver 
and collect for his goods. This is, of 
course, the simplest form of transaction. 
In the last analysis Europe will send us 
goods, not money, in payment for the 
copper metal or whatever else we send 
her, but this will not matter to the copper 
producer, so long as a balance is’struck. 


The Edge law is merely an elaboration 
of the simple method just described. It 
permits our producers or manufacturers 
to send goods abroad on long time credits 
and to issue their own debentures against 
the amounts owed them by foreigners. 
These debentures can be discounted at the 
banks or can be distributed to share- 
holders. For example, let us assume that 
five of our large copper companies agree 
to furnish British consumers with a large 

(Concluded on page 148) 
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Good Omens in the Market 


HE bond market of the past week has been generally rather quiet. 
held steady and shows every indication of being on an even keel. 


But it has 
Men who have 


made a lifetime study of bonds declare that there have not been such a plenitude 
of favorable signs as in the market of recent weeks. 


Apparently the public investment purse is very open for first class issues, even 


though investors are disposed to pick and choose. 


One or two good size new security 


issues of late have been quickly over subscribed, and at times there has been a strong 
semblance of buoyancy in the manner in which the response was given. 


Any fluctuations of the past week were not wide. 


Industrial bonds have been inclined 


to firmness and traction issues moved higher. The railroad group was firm, and foreign 


government issues slightly irregular. 

The plan for funding the government’s 
expenditures in connection with railroad 
betterment during federal control has been 
commented on elsewhere in this issue in 
detail, and only passing reference need be 
made here. It must be remarked that the 
plan has elicited approval in the invest- 
ment market and has come as an addition 
to the general knowledge of improved 
economic conditions, all of which means 
encouragement. 


It may be remarked that the betterment 
of the economic situation is more sincere- 
ly appreciated by those who are interested 
in bonds than by those who follow the 
stock markets. This is evidenced by the 
number of inquiries which bond houses 
report from sections of the country, where 
for some time there has not been very 
much evidence of demand. Dealers con- 
fidently anticipate considerable activity in 
the very near future and there does not 
seem to be much difference of opinion 
as to the probable trend of prices. 


That the depression in business has not 
liminished the market’s ability to absorb 
high-grade bond issues, is considered to 
be a decidedly encouraging omen and 
eems to warrant the expectation that a 
steady and substantial rise in price but 
iwaits the clearer definition of the money 
utlook. Bond prices generally are at a 
very low level and inasmuch as interest 
rates are declining even though slowly, it 
is the natural thing that the prices of 
mortgaged obligations must rise as time 
goes on. 


Corporation maturities in August are 
comparatively large, $85,100,557, against 
$70,325,650 in July and $32,953,910 in 
August, 1920. It is believed, however, that 
little new financing will be necessary, as 
most of the obligations falling due have 
already been provided for. 
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Most important and largest item falling 
due next month is Swift & Co. $25,000,000 
214-year 6 per cent. notes, due August 15, 
1921. It was recently announced that 
company would pay off these notes with- 
out additional financing. 


Among railroad loans, Canadian 
Northern Railway Company has_ two 
issues falling due on August 2, one of 
$10,000,000 5 per cent. notes and another 
for $8,250,000 B 5 per cent. notes. Com- 
pany recently sold to a New York-Chi- 
cago banking syndicate $25,000,000 25-year 
debenture 6% per cent. bonds, due July 1, 
1946. These bonds are being offered to 
public at 96% and interest, to yield about 
6.80 per cent. They are guaranteed prin- 
cipal and interest by the Dominion of 
Canada. It is expected notes will be paid 
off from proceeds from this bond sale. 


Brooklyn Rapid Transit Company has 
$18,000,000 6 per cent. receiver’s certificates 
falling due on August 1. The company is 
in the hands of a receiver appointed by the 
Federal Court. These certificates have 
been extended. Toronto Railway Com- 
pany has $2,502,307 first 4%4s due August 
31. Detroit and Flint Railway will pay 
off $1,400,000 August 1. 
eats 

Dutch Bonds 

Boissevain & Co. are inviting subscrip- 
tions at 100 per cent. to an issue of 75,000,- 
000 guilders Government of the Dutch 
East Indies 7 per cent. ten year sinking 
fund bonds, to be issued at Amsterdam 
this week and redeemable at par by annual 
drawing. 





Attention is called to the fact- that on 
account of the prevailing rate of exchange 
on Holland these bonds can be bought 
at a depreciation of 20 per cent. Sub- 
scriptions must be made on or before 
July 21. 





Province of 


Buenos Aires 
(Argentine Republic) 
5% Sterling Bonds of 1915. 


A direct obligation of the most 
important province of the Ar- 
gentine Republic secured by a 
first charge on certain taxes. 

Callable at par for a sinking 
fund through which all bonds 
should be retired by 1931. 

Aside from a current return of 
about 7%, should Sterling Ex- 
change return to parity and 
bonds be called at par, the hold- 
er would make a profit of over 
80% on his investment. 


Letter No. H-110 will interest you. 


Merrill, Lynch & Co. 
Members New York Stock Exchange 
120 Broadway New York 
Uptown Office: 11 East 43d St. 

Chicago 
Denver 


Detroit Milwaukee 
Los Angeles 




















JULY 
INVESTMENTS 


Our July Bond Circular contains 
a selected list of investment sug- 
gestions yielding from 


4.90% to 8.88% 


Ask for Circular “C-55” 


HorNBLowER .& WEEKS 


Established 1888 
42 BROADWAY, NEW YORK 


BOSTON CHICAGO 
PROVIDENCE PORTLAND, ME. DETROIT 




















German Government 
State and City Bonds 


Circular on Request 


—— 


WOLLENBERGER & CO. 


INVESTMENT BANKERS 
105 So. La Salle St. CHICAGO 




















Buy Now Buy Income 

















Send for List of Sound Bonds Yielding 8%. 


PWBrovkse Vy. 


INCORPORATED 
115 BROADWAY, NEW YORK CITY 
Boston Philadelphia 
145 


Bridgeport 




















The Factor of Safety 


In times like these the factor of safety 
is by far the most important consid- 
eration of every true investor. he 
promise of excessive profit no longer 
appeals to him. His chief aim now is 
to have his capital conserved and his 
interest punctually paid, 


Our Circular, Conservative Invest- 
ments, contains numerous suggestions 
for the investor whose first considera- 
tion is the Factor of Safety. 


Write for Circular No. 1587. 


Spencer Trask & Co. 
25 Broad Street, New York 
Albany Boston Chicago 
Members New York and Chicago Stock Exchanges 
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& Co., Inc. 


INVESTMENT 
SECURITIES 





40 Wall Street, New York 
Land Title Blidg., Philadelphia 
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Rogers G 
Stackpole 


MEMBERS 
N. Y. Stock Exchange 
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Full Lots—Odd Lots 


for cash or on conservative margin. 
Our Weekly Market Letter will be 
sent on request. 


McCLAVE & CO. 


New York Stock Exchange 
Members New York Cotton Exchange 


67 EXCHANGE PL. NEW YORK 
Tel. Rector 2810 
UPTOWN OFFICE: 
Hotel Ansonia, 73rd St. and Broadway 
Tel. Columbus 1615 



































HENDRICKSON & CO. 


Investment Securities 
Members New Yerk Stock Exchange 
61 Broadway, New York 

Phone: Bowling Green 9730 
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Unusual Income Opportunities 
TV im has been little change in the public utility market during the past week 


from the standpoint of values. 


Holders seem content to await recognition 


of the real worth of their securities and those who are contemplating making 
purchases are evidently of the opinion that the present-day gloom is permanent and 


that no hurry is necessary in buying. 


It quite frequently happens, however, that those who procrastinate or wait for one 


more final break before committing themselves are made to pay heavily for it. 


When 


the turn in the market does come it will undoubtedly be rapid and it is conceivable 
that an over-night movement may rob the prospective purchaser of the chance he has 
been waiting for during a period of many months. 


The very best which any investor can hope for is the knowledge that fundamentally 
the securities under consideration are intrinsically cheap and that prospects indicate 


improvement and consequently higher market values. 


can be disregarded. 


Dulness and minor fluctuations 


If a commitment is made with this knowledge at hand and prices 


should work slightly lower and finally go to the levels anticipated the profit is the same 
as at first contemplated and nothing has been lost through the reaction, barring some 
mental uneasiness on the part of the less certain individuals, if this may be termed a 


loss. 


The present time offers unusual oppor- 
tunities for acquiring income and this con- 
dition is, after all, what the real investor 
is seeking. In the case of public utility 
securities, in particular, true investments 
are sought, the speculator being found con- 
fining his activities to stocks and bonds 
where the element of mystery is more pro- 
nounced and a greater response can be at- 
tained to the circulation of “news.” So 
long as extraordinarily good yields are 
available, due to the influence of the mis- 
fortunes of the past, current’ pessimism 
and high money rates, the buyer of income 
should consider public utility securities at 
present prices chances that ought not be 
overlooked. 

The underlying factors in connection 
with the utilities are steadily showing bet- 
terment. The greatest consideration is, 
naturally enough, the fact that demand for 
public service of all kinds continues to 
increase at an almost unbelievable rate. 

The demand for electric light and power 
is urgent and has practically doubled since 
the armistice. Many producers of elec- 
tric energy which two years ago believed 
themselves to be built far into the future 
find that their capacity has been reached 
and additions are imperative. The transi- 
tion of the United States from an agri- 
cultural nation to an industrial one has 
meant a concentration of population and 
a vast increase in the actual and potential 
users of public service. The street rail- 
ways have not felt the demand to the same 


extent as the telephone, electric light and - 


power and gas companies because of the 


increasing use of the motor car, but never- 
theless many more miles of track, addi- 
tional cars and increased electric power 
are required to meet the needs which have 
developed. 


In looking over the monthly reports of 
the utilities it will be found that both 
net and gross earnings invariably show a 
substantial gain over the same month a 
year ago. This, of course, does not in- 
clude the quasi-utilities which have de- 
viated from strictly public service opera- 
tions into the oil business and met reverses 
there which accompanied the deflation. 
It is an ill wind which blows no good, as 
is well known, and the decline in the price 
for fuel oil is a godsend to the electric 
light and power companies. Oil costs up 
to the present time have declined ap- 
proximately 68 per cent. from the high of 
1920. Coal costs are also down mate- 
rially but not to such an extent, the drop 
being dependent largely upon the length 
of the haul necessary. Including all re- 
ductions in the cost of manufacturing 
electric energy it is estimated that a de- 
cline of close to 35 per cent. from the 
peak of last vear has been achieved. 


All of the saving goes directly into net. 
Thus with gross rapidl 
through a healthy expansion and in- 
creased rates and operating costs declining 
with almost equal rapidity it can be seen 
that the utilities are bound to show splen- 
did earning statements in the coming 
months which will, of course, be reflected 
in the market action of utility securities. 


climbing 
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Rail Stocks Week’s Feature 


AST week’s market was almost as drab as an April sky and all that 
L saved it from being entirely so was the strength of the railroad issues 

even when leading industrials were disposed to drag or sag. Vi’hat 
many authorities contended was a significant sign was the susceptibility of the 
standard dividend payers to constructive operations. A powerful influence 
was the facility with which the government and railway executives have come 
to agreement on plans for funding government expenditures during federal 


control. 


in railroad stocks will shortly be under way. In the past two or three weeks, 


Tes is a growing belief in usually authoritative quarters that a spirited advance 


even in the periods of softness in the market, the performance of the rail issues 
has been a subject for remark, and it is believed by many shrewd market interpreters 
that the sort of accumulation that precedes a bull campaign has been carried out. 


The reduced wages of the railroads since July 1 are bound to be reflected to a con- 
siderable extent in many instances. Just where the best results will be apparent, it is 
too soon to determine. But it is safe to anticipate a favorable showing in earnings by 
the time the next statements are made public property. 


If there is any one department of every- 
day lffe in which human fallibility is put 
to a severe test, it is in that which has to 
do with attempting to gauge the possibili- 
ties of the stock market. When one ven- 
tures to record opinion as to the probable 
rise or fall of prices, one takes liberties ; 
one assumes risks that few care to court. 

It would be idle to voice a decision as 
to whether or not the extreme bottom of 
prices has been reached in the stock 
market as a whole. But it is believed that 
the most pressing liquidation has run its 
course. 

The important point to consider is, 
railroad stocks intrinsically are cheap. 
That, per se, is ample justification for the 
small investor, as well as the large in- 
vestor, to take a constructive position. If 
prices has been reached in the stock 
before they move forward appretiably, 
is not vital. Stocks are so near bottom 
that any possible fall would not be here or 
there. 


Another consideration: the price move- 
ments of the railroad issues in the past 
several months jhave been comparatively 
limited. That is a reassuring point, evi- 
dencing as it does, an inherent strength 
that is absent from the record of many 
other stocks. 

The outlook for the railroads should 
appeal to the investor who is prepared to 
forget the story of the closing month of 
last year, and the early months of this 
year. 

We are in the period when purely sea- 
sonal influences are at work. In other 
words, the latter half of the year gen- 
erally is one in which earnings, both gross 
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and net, compare favorably with the first 
six months, and to the former’s decided 
advantage. 


Since the first of the current month, 
railroad wages have been lower, due to 
the reduction ordered by the Railroad 
Board last month. Then, too, there is re- 
ported a growing efficiency amgng the 
employes, which of course should mean an 
improvement in operating ratios. 

These are factors that are of the utmost 
concern to the investor who is anxious to 
obtain the best results from his operations, 
with the lowest degree of risk. 

It is observed that Wall Street, even 
in camps where, to mention the railroads 
at any time in the past six months was 
to encounter a sudden calm of solemnity 
that betokened the deeps of pessimism, 
there is a marked change in sentiment. 
There is more hopefulness ; more cautious 
optimism. 


The showing, in actual dollars and cents, 
is not one over which the observer can 
grow highly enthusiastic. But it ts an 
evidence of improvement. The Street in- 
sists, generally, upon figures that represent 
dollars in black ink, before it will agree 
that the exhibit is one to be optimistic 
about. 

But, on or about the middle of next 
month, there should be a showing in 
dollars that will be favorable enough to 
satisfy even those who are most skeptical 
and who have declined, so far, to accept 
the determination of the carriers to cut 
down expenses as a bull argument. And, 
when the Street comes to that frame of 
mind, there is likely to be a spirited and 
advancing’ market in railroad shares. 





Selected 
Stocks 


The stock market now undoubt- 
edly presents many unusual 
investment opportunities. 


We have just issued a Special 
Letter reviewing the situation. 
In this letter 22 carefully se- 
lected stocks are presented for 
the consideration of anyone in- 
terested. Mailed upon request. 


E. W. Wagner & Co. 


BSTABLISHED 1837 


OT 


Members 


NEW YORK STOCK EXCHANGE 

NEW YORK COTTON EXCHANGE 

CHICAGO STOCK EXCHANGE 
+ * CHICAGO BOARD OF TRADE 


33 New St., New York 
208 South La Salle St., Chicage 


Lecal Branches 
17 EAST 42ND ST. 
26 COURT $T., BROOKLYN ** 
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Attractive Rails 
Classified 


HE investment status and out- 

look of promising listed rail- 
road stocks are given in issue No. 
403 of our Investment Survey. 


Thrifty investors should also ask 
for our Systematic Saving Book- 
let S-11. 


Scott & Stump 


Investment Securities 
SPECIALISTS IN ODD LOTS 


Steck Exchange Bidg. 40 Exchange Pince 
Philadelphia New Yerk 
Locust 6480-5 Broad 1331-3 
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INQUIRIBS INVITED ONLY FROM 
BANES, BROKERS AND DEALERS 


EUROPEAN LOANS OF 
AMERICAN RAILROADS 


Japanese, Brazilian, 
Argentine and French 


ALL FOREIGN BONDS 


MAXWELL B. S“IITH 


16 EXCHANGE PLACE, NEW YORK 
Phone: Bowling Green 4697-8-9 
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Chas. H. Jones & Co. 
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The Factor of Safety 


In times like these the factor of safety 
is by far the most important consid- 
eration of every true investor. The 
promise of excessive profit no longer 
appeals to him. His chief aim now is 
to have his capital conserved and his 
interest punctually paid, 


Our Circular, Conservative Invest- 
ments, contains numerous suggestions 
for the investor whose first considera- 
tion is the Factor of Safety. 


Write for Circular No. 1587. 


| Spencer Trask & Co. 
25 Broad Street, New York 

Albany Boston Chicago 

Members New York and Chicago Stock Exchanges 
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Full Lots—Odd Lots 


for cash or on conservative margin. 
Our Weekly Market Letter will be 
sent on request. 


McCLAVE & CO. 


New York Stock Exchange 
Members Nvw York Cotton Exchange 
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Unusual Income Opportunities 
HERE has been little change in the public utility market during the past week 
from the standpoint of values. 


Holders seem content to await recognition 


of the real worth of their securities and those who are contemplating making 
purchases are evidently of the opinion that the present-day gloom is permanent and 


that no hurry is necessary in buying. 


It quite frequently happens, however, that those who procrastinate or wait for one 


more final break before committing themselves are made to pay heavily for it. 


When 


the turn in the market does come it will undoubtedly be rapid and it is conceivable 
that an over-night movement may rob the prospective purchaser of the chance he has 
been waiting for during a period of many months. 


The very best which any investor can hope for is the knowledge that fundamentally 
the securities under consideration are intrinsically cheap and that prospects indicate 


improvement and consequently higher market values. 


can be disregarded. 


Dulness and minor fluctuations 


If a commitment is made with this knowledge at hand and prices 


should work slightly lower and finally go to the levels anticipated the profit is the same 
as at first contemplated and nothing has been lost through the reaction, barring some 
mental uneasiness on the part of the less certain individuals, if this may be termed a 


loss. 


The present time offers unusual oppor- 
tunities for acquiring income and this con- 
dition is, after all, what the real investor 
is seeking. In the case of public utility 
securities, in particular, true investments 
are sought, the speculator being found con- 
fining his activities to stocks and bonds 
where the element of mystery is more pro- 
nounced and a greater response can be at- 
tained to the circulation of “news.” So 
long as extraordinarily good yields are 
available, due to the influence of the mis- 
fortunes of the past, current pessimism 
and high money rates, the buyer of income 
should consider public utility securities at 
present prices chances that ought not be 
overlooked. 
connection 
with the utilities are steadily showing bet- 
terment. 


The underlying factors in 
The greatest consideration is, 
naturally enough, the fact that demand for 
public service of all kinds continues to 
increase at an almost unbelievable rate. 

The demand for electric light and power 
is urgent and has practically doubled since 
the armistice. Many producers of elec- 
tric energy which two years ago believed 
themselves to be built far into the future 
find that their capacity has been reached 
and additions are imperative. The transi- 
tion of the United States from an agri- 
cultural nation to an industrial one has 
meant a concentration of population and 
a vast increase in the actual and potential 
users of public service. The street rail- 
ways have not felt the demand to the same 
extent as the telephone, electric light and 
power and gas companies because of the 


increasing use of the motor car, but never- 
theless many more miles of track, addi- 
tional cars and increased electric power 
are required to meet the needs which have 
developed. . 


In looking over the monthly reports of 
the utilities it will be found that both 
net and gross earnings invariably show a 
substantial gain over the same month a 
year ago. This, of course, does not in- 
clude the quasi-utilities which have de- 
viated from strictly public service opera- 
tions into the oil business and met reverses 
there which accompanied the deflation. 
It is an ill wind which blows no good, as 
is well known, and the decline in the price 
for fuel oil is a godsend to the electric 
light and power companies. Oil costs up 
to the present time have declined ap- 
proximately 68 per cent. from the high of 
1920. Coal costs are also down mate- 
rially but not to such an extent, the drop 
being dependent largely upon the length 
of the haul necessary. Including all re- 
ductions in the cost of manufacturing 
electric energy it is estimated that a de- 
cline of close to 35 per cent. from the 
peak of last vear has been achieved. 


All of the saving goes directly into net. 
Thus with gross. climbing rapid) 
through a healthy expansion and_ in- 
creased rates and operating costs declining 
with almost equal rapidity it can be seen 
that the utilities are bound to show splen- 
did earning statements in the coming 
months which will, of course, be reflected 
in the market action of utility securities. 
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Rail Stocks Week’s Feature 


saved it from being entirely so was the strength of the railroad issues 


fj AST week’s market was almost as drab as an April sky and all that 


even when leading industrials were disposed to drag or sag. 


Vi’ hat 


many authorities contended was a significant sign was the susceptibility of the 


standard dividend payers to constructive operations. 


A powerful influence 


was the facility with which the government and railway executives have come 
to agreement on plans for funding government expenditures during federal 


control. 


in railroad stocks will shortly be under way. 


In the past two or three weeks, 


[ies is a growing belief in usually authoritative quarters that a spirited advance 


even in the periods of softness in the market, the performance of the rail issues 
has been a subject for remark, and it is believed by many shrewd market interpreters 
that the sort of accumulation that precedes a bull campaign has been carried out. 


The reduced wages of the railroads since July 1 are bound to be reflected to a con- 


siderable extent in many instances. 


Just where the best results will be apparent, it is 


too soon to determine. But it is safe to anticipate a favorable showing in earnings by 
the time the next statements are made public property. 


If there is any one department of every- 
day life in which human fallibility is put 
to a severe test, it is in that which has to 
do with attempting to gauge the possibili- 
ties of the stock market. When one ven- 
tures to record opinion as to the probable 
rise or fall of prices, one takes liberties ; 
one assumes risks that few care to court. 


It would be idle to voice a decision as 
to whether or not the extreme bottom of 
prices has been reached in the stock 
market as a whole. But it is believed that 
the most pressing liquidation has run its 
course. 

The important point to consider is, 
railroad stocks intrinsically are cheap. 
That, per se, is ample justification for the 
small investor, as well as the large in- 
vestor, to take a constructive position. If 
prices has been reached in the stock 
before they move forward appreciably, 
is not vital. Stocks are so near bottom 
that any possible fall would not be here or 
there. 

Another consideration: the price move- 
ments of the railroad issues in the past 
several months have been comparatively 
limited. That is a reassuring point, evi- 
dencing as it does, an inherent strength 
that is absent from the record of many 
other stocks. 

The outlook for the railroads should 
appeal to the investor who is prepared to 
forget the story of the closing month of 
last year, and the early months of this 
year. 

We are in the period when purely sea- 
sonal influences are at work. In other 
words, the latter half of the year gen- 
erally is one in which earnings, both gross 
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and net, compare favorably with the first 
six months, and to the former’s decided 
advantage. 


Since the first of the current month, 
railroad wages have been lower, due to 
the reduction ordered by the Railroad 
Board last month. Then, too, there is re- 
ported a growing efficiency amgng the 
employes, which of course should mean an 
improvement in operating ratios. 

These are factors that are of the utmost 
concern to the investor who is anxious to 
obtain the best results from his operations, 
with the lowest degree of risk. 

It is observed that Wall Street, even 
in camps where, to mention the railroads 
at any time in the past six months was 
to encounter a sudden calm of solemnity 
that betokened the deeps of pessimism, 
there is a marked change in sentiment. 
There is more hopefulness; more cautious 
optimism. 


The showing, in actual dollars and cents, 
is not one over which the observer can 
grow highly enthusiastic. But it is an 
evidence of improvement. The Street in- 
sists, generally, upon figures that represent 
dollars in black ink, before it will agree 
that the exhibit is one to be optimistic 
about. 

But, on or about the middle of next 
month, there should be a showing in 
dollars that will be favorable enough to 
satisfy even those who are most skeptical 
and who have declined, so far, to accept 
the determination of the carriers to cut 
down expenses as a bull argument. And, 
when the Street comes to that frame of 
mind, there is likely to be a spirited and 
advancing’ market in railroad shares. 











Selected 
Stocks 


The stock market now undoubt- 
edly presents many unusual 
investment opportunities. 


We have just issued a Special 
Letter reviewing the situation. 
In this letter 22 carefully se- 
lected stocks are presented for 
the consideration of anyone in- 
terested. Mailed upon request. 
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Attractive Rails 
Classified 


HE investment status and out- 

look of promising listed rail- 
road stocks are given in issue No. 
403 of our Investment Survey. 


Thrifty investors should also ask 
for our Systematic Saving Book- 
let S-11. 
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Five 
Successful Methods 


of operating in the 


Stock Market 


Methods of successful traders ex- 
plained with suggestions for their 
use by large and small operators. 
Eighty meaty chapters. Thirty- 
six pages illustrated by graphs. 
Written by an expert. Second 
and enlarged edition now ready. 
Those interested in obtaining a 
copy of this valuable book should 
write on their business or per- 
sonal letterhead for B-1. 


SEXSMITH 


*AND COMPANY 


Investment Securities - . 


107 LIBERTY STREET, NEW YORK 

















Write for This 
Guide to July 
Investment 


VERY one with money for July in- 
E vestment should have a copy of our 

July Investment Guide. It describes 
safe, worry-proof bonds in $1,000, 
and $100 amounts—the kind that have 
stood the test of 39 years without loss 
or delay in payment. Write today and 
ask for 

Booklet F-1113 


S.W. STRAUS & CO. 


Established 1882 Incorporated 
NEW YORK - - Straus Building 
CHICAGO - - Straus Building 
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Getting Back to Normal 
(Concluded from page 144) 
amount of copper, taking the consumer’s 


five-year notes. Our own producers now 
discount these notes, and employ the funds 
so secured for expenses, improvements, 
dividends, or for whatever purpose they 
may consider desirable. 


There is little difference between trans- 
actions under the Edge law and private 
transactions between the American pro- 
ducer and European consumer. The prin- 
ciple is the same, but the Edge law facili- 
tates matters by validating the obligations 
and making them available for rediscount. 


Summing up the whole process, it is 
obviously the case that all we need extend 
to Europe in the way of new credits is the 
tangible surplus supply of whatever com- 
modities we have for sale. That is what 
we have always done in the past, except 
that heretofore we received our pay 
promptly, Now we must wait—not for 
our money, but for goods. We must give 
Europe time to get her productive ma- 
chinery going so she can pay us in kind. 
In time we will have to take large amounts 
of foreign railroad or industrial securities 
in payment for our goods, just as Europe 
took ours for years before the war 
suddenly converted us from a debtor to 
a creditor nation. 


LIMITED CREDIT 

As we have seen, the amount of credit 
we may extend to Europe in the form of 
capital is limited, but the sum she mav 
owe us in dollars for that capital is de- 
pendent on the prices European consumers 
pay. The producer or manufacturer who 
has to wait for his pay will require inter- 
est and he will also raise his price enough 
tc compensate him for the risk he takes. 
It is the writer’s opinion that we can 
safely leave all this to the experience, wis- 
dom, and shrewdness of our financiers 
with such assistance from the Edge law 
as they may see fit to accept voluntarily. 
Government should keep out of the propo- 
sition as much as possible, except in the 
matter of war debts already erected. 

The danger in connection with our for- 
eign trade just now does not lie in taking 
too many chances—it lies in not taking 
enough. The talk of wholesale European 
bankruptcy has proved a deterrent influ- 
ence, but this, like most of our other trou- 
bles, is largely imaginary. Europe is al- 
ready bankrupt, if we use the gold basis 
as a yardstick. But she is not bankrupt as 
to natural resources, productive capacity 
or man-power. There must no doubt be 
some alteration in money standards in 
some of the European countries. Ger- 
many, for example, has issued such a 
mass of fiat money that her gold reserve 
is a joke. If the gold standard is to be 
brought back to a reasonable basis in any 
European nation it must be done by one 
of three processes, i. e., by increasing the 
amount of gold behind the notes, by grad- 
ually decreasing the supply of notes, or by 
scaling the notes down. -The process first 
named may be dismissed as an impossi- 
bility; the second process is slow, but it 
took us fourteen years to get back on a 





gold basis after the Civil War. The scal- 
ing down of outstanding notes would be 
called repudiation and would be widely 
misunderstood and productive of much 
alarm. But suppose a certain country has 
a gold supply amounting to five per cent. 
of its outstanding notes and finds it es- 
sential to bring the figure up to twenty- 
five per cent. The notes are scaled down 
to twenty per cent., that is say, $100,000,- 
000 of notes is declared to be worth only 
$20,000,000. The gold reserve is thus 
raised to twenty-five per cent. The owner 
of $100 is now in possession of only $20 
But, aside from certain disturbing effects 
which are relatively unimportant and 
which need not be discussed, the $20 woul! 
now represent the same purchasing power 
as the $100 had before. The price of a 
pair of shoes would fall from $25 to $5 
and other things in proportion. The popu- 
lar conception of what “European bank- 
ruptcy” would mean is badly distorted. 
The term brings visions of upheaval and 
panic, but in its operation it might be a 
very tame affair, worthy of much less at- 
tention than the changes in Russia. As 
pointed out in a former article, no form 
of repudiation can add a dollar to nor sub- 
tract a dollar from a nation’s wealth ex- 
cept as regards the debt she owes outside 
her own borders. There is very little 
danger of any nation repudiating her for- 
eign debts if it can possibly be avoided. 
Germany is not in a position to do so if 
she would, and the others would not find 
it expedient to do so. 


a 


EDITOR’S NOTE: The next article 
of this series will be entitled “Our For- 
eign Trade.” 








—Oo-——_ 
Atlantic Gulf Weak 


Weakness characterized most of the 
trading in Atlantic Gulf last week, doubt- 
less occasioned largely by current uncer- 
tainty regarding the financial position of 
the corporation. In connection with the 
rise in the early part of the month it was 
stated in some quarters that the stock had 
been forced up to assist in liquidation. 
However, the denial by Judge Manton in 
the United States District Court of the 
application to amend the decree impound- 
ing certain guarantee funds of the com- 
pany probably had the most direct influence 
on the action of the stock. It was under- 
stood that Atlantic Gulf was counting on 
the release of the money that is held up 
and that the decision of the court was a 
decidedly bearish factor. 

— 

Cuba Cane Sugar Improved 

Somewhat improved conditions in the 
sugar market occasioned a strengthening 
of Cuba Cane debentures and the preferred 
stock last week. The bonds sold more 
than 5 points above the low of the pre- 
ceding week. A cent a pound increase in 
the price of Cuba Cane would mean a 
considerable enhancement of profits, and 
the outlook for the company is considered 
much brighter than it has been for some 
time, by those who have been following 
its progress. 
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Simple Economics: An Interlude 


HE publication of this series of 
plain talks on Economics, has oc- 
casioned a communication from a 
reader of THE FINANCIAL Wor_p—Mr. 
Harold Sudell, of Parkesburg, Pa., THE 
Looker Own finds the communication of 
sufficient interest to publish it as a sort of 
“interlude.” 


Mr. Sudell’s letter follows: 


“I was interested, in Simple Economics 
No. 3, by your picture of the island where 
John Smith, Labor the father and William 
Brown, Capital, the child were dwelling 
together in peace and amity, as brethren 
ought to dwell.’ 


“But I am haunted by the thought that 
your delightful picture, if it is to depict 
the world as we know it, is incomplete: 
there is a someone lacking. 


“Ah! here he comes:—I thought he 
would turn up. ‘Mr. Smith and Mr. 
Brown, permit me to introduce to you Mr. 
Robinson Crusoe, Landlord, the owner of 
this island.” ‘He has with him the 
original title deeds, by which that gallant 
and free-handed Monarch, Charles the 
Second of England, conveyed to him in 
perpetuity all the land and waters of the 
island.’ ‘He has been absent for a time 
but he has now returned to look after the 
affairs of HIS island’ 


“Mr. Crusoe, in a very gentlemanly 
way, now explains that there will neces- 
sarily be a slight change in the status of 
things. He says ‘In the future, if you 
vish to mine that fine ore out of which 
ou jointly and skilfully have made the 
axes and other tools you use in fashion- 
ing your boats you will of course pay me a 
lice royalty. And if you wish to cut 
lumber in my woodland you will kindly 

range to pay me stumpage. And, since 
he waters belong to me, I shall expect 
goodly share of your catch when you 
1. We will arrange all these little de- 


fic} 


tails. I shall not be hard on you. I shall 
‘rely charge “all that the traffic will 
bear.” I shall leave you, Mr. Smith, 


ough so that you can live and reproduce 
other laborers, and you, Mr. Brown, will 
sufficient to tempt you to use your 
pital. But, all over this I will take. 
Seeing that I furnish you this 
asant and fertile island, abounding in 
fish and game and well stored with 
inerals, this is certainly very liberal on 
my part.’ 


“Mr. Smith and Mr. Brown, having a 
od American training, recognize the 
truth of all this and thereafter, pay a 
liberal and, as population grows, an in- 
creasing share of their joint product over 
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with 


- this state of affairs. 


to Mr. Crusoe. But they are now by no 
means so prosperous as before and as Mr. 
Crusoe’s share grows and theirs decreases 
they begin to quarrel, each accusing the 
other of beinga robber. The delightful 
amity, which you, ‘Mr. Looker-On,’ 
depicted has departed, but strange to say 
neither Mr. Smith nor Mr. Brown seem 
to have any conception that Mr. Crusoe 
has anything to do with bringing about 
Only Lookers-On 
from their observation towers are able to 
see this and sometimes they forget to men- 
tion it.” 


Space will not permit THE Looker ON 
to answer the above at the present writing. 
Further, it is rather difficult to know just 
who this third gentleman is—this Crusoe 
who makes life so uncomfortable for 
Smith and Brown. If Crusoe is Govern- 
ment, or the People, then we are at a loss 
to see the analogy. 


Then, too, we do not accept the theory 
that, with the increase of population, the 
prosperity of Smith and Brown decreases. 
We are reminded of the protests once 
made by Labor against the employment 
of machinery which, it was claimed, would 
deprive men of the means of living. Time 
has disproved the value of the protests. 
One has but to contrast the position of the 
workingman of today with that of the 
workingman of a century or even a half 
century ago. 


In a later chapter of this Series, Mr. 
Sudell’s argument will be dealt with as 
fully as the circumstances seem to dictate. 


Note: Last week, Number 6—CREATION 
Or WEALTH—was announced. It will ap- 
pear in our next issue. 


—_O——_ 


Studebaker Dividend 


rumor that has been going the 
of the Street to the affect that 
there was possibility of the directors of 
Studebaker declaring an extra dividend, 
appeared in the fore part of last week to 
have spent its force. As this publication 
has previously suggested the present is not 
a time for directors of industrial companies 
to talk of extra disbursements, but is 
rather a time for the conservation of re- 
sources. 


The 
rounds 


We can see no reason for any 
declaration of an extra division of profits 
in the case of Studebaker, and we believe 
that the directors will be more likely to be 
guided by a policy of conservatism than 
otherwise. When the matter is thoroughly 
digested it appears that the reports of the 
extra dividend were more for the purpose 
of stock market manipulation than other- 
wise. 
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Short-Term 
Municipals 


Public Utilities 


Yielding 7% to 8% 


maturing in two months to 
a year, afford excellent op- 
portunities to invest avail- 
able funds on a basis which 
provides a very large yield 
and the return of the princi- 
pal at a time when your re- 
quirements will demand cash. 
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Boston.—Folks here are not exactly 
marking time but they are doing some 
watching and waiting. Broadly, the 
situation is promising, and local bankers 
and merchants believe that the corner at 
last has been turned definitely. 


The proposal for the funding of rail- 
road debts contracted during the period 
of Federal control as the result of ex- 
penditures by the government for better- 
ments is a subject of interest among stock- 
holders of New England securities. 


BOSTON & MAINE 


Incidentally one of the roads which will 
not benefit from the plan is Boston & 
Maine, as such obligations of that road 
already have been funded for ten years. 
During the control period the railroad 
administration expended approximately 
$8,000,000 for additions and betterments 
on the Boston & Maine, and the govern- 
ment has accepted bonds of the company 
for that amount which carry 6% interest. 

In the case of the B & M, however, 
there is a large amount owed by the gov- 
ernment for compensation and for main- 
tenance, both for the period of control and 
for the guarantee period. Against these 
claims the company has received $5,500,- 
000. There is a large balance still due 
but this sum is largely owed for unpaid 
vouchers for materials and supplies. The 
government has paid to the Boston & 
Maine about $10,500,000 for the guarantee 
period and the additional amount claimed 
totals somewhere near $6,000,000. It is 
recalled that the government advanced the 
company $20,000,000 in connection with 
the reorganization. But this was part of 
the revolving fund and bonds were ac- 
cepted as security. The company recently 
applied for a loan of $3,045,000 for 15 
years to pay off bonds which mature this 
fall or the first of next year. The request 
is in the hands of the Interstate Commerce 
Commission. 


While on the subject of Boston & 
Maine, it is interesting to allude to the 
statement of the road for May, which 
showed a substantial decrease in expendi- 
tures for maintenance of equipment, illus- 
trating the very stringent policy of 
economy which has been taken advantage 
of in view of the great falling off in traffic. 
The saving on maintenance of equipment 
amounted to $372,000 in May, which is 
more than 50% of the total decrease in 
that item in the first five months of this 
year. A larger amount was expended for 
maintenance of way in May than in the 
same month last year. The company 
showed in May a net operating deficit after 
taxes and rentals of $228,429, which by 
the way is the smallest loss the road has 
shown thus far this year. 





It is expected that beginning with this 
month New England and Maine roads 
will give a fairly good account of them- 
selves. The summer months are generally 
the very best of the year. With business 
revival just ahead of us and with reduc- 
tions in expenses the order of the day, 
ccnsiderable improvement is being looked 
furward to in the financial statements of 
the next few months. 


U. S. RUBBER 


Although the big trading in the United 
States Rubber is in New York, Boston 
looks upon the company as something of 
its own. Talking about the status of the 
common stock dividend it is not expected 
here that it will be removed from the list, 
for any length of time. The company 
has virtually completed whatever ex- 
pansion program it might have had to 
take care of the expected business for the 
next few years. The present situation is 
one that is common to all corporations 
and there is nothing peculiar about it in 
the case of U. S. Rubber. Readjustment 
has its demands which must be satisfied 
and stockholders must have patience. 
There has been extensive deflation and 
the current credit situation is such that the 
financing of the company necessitates con- 
servation of existing resources, so that 
stockholders should not feel that they are 
being improperly treated in being asked 
to temporarily forego their dividends. 
Close students and those familiar with 
the history of the company in the past 
assert that in the not very distant future 
stockholders will be amply compensated 
for the loss they may sustain by failure to 
receive their division of profits during the 
readjustment period. 


THE MARKET 


Locally, there has been an irritating dull- 
ness in the stock market. While there was 
a marked firmness in the red metal group, 
there failed to develop any showing of 
activity in keeping with that exhibited by 
Utah on the New York board during the 
week. The average price for the coppers 
in this market however, is satisfactory, all 
considered. 

New Haven was inclined to be rather 
strong, while Boston & Maine has been re- 
actionary. The active demand for rails in 
New York is having its effect upon local 
rails. 

In point of activity this last few days, 
the stock of American Telephone has been 
the feature. Shoe stocks continue to hold 
their own and establish advances with ease. 
The buying in Telephone stock and rights 
is explained as a delayed response on the 
part of stockholders who had put off their 
exercise of right to purchase stock at $100 
par. 
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HEN a bond is given a certain 
W rating, and an asterisk is placed 

after the letter of that rating, 
that parficular bond is showing the sort 
f improvement that is the forerunner of 
a change in the rating. In other words, 
f the earnings of a particular railroad 
» hose bonds are given a lower than high 
erade letter rate are showing marked im- 
provement, it is only a matter of time be- 
fore the securities will be entitled to a 
nlace on a higher investment plane. 


[wo of the bonds of the St Louis South- 
western come under the foregoing defini- 
tion. Their rating is midway between in- 
\estment and speculation, according to the 
rigid analysis. But such is the earnings 
record of the company at present, and so 
iavorable has it been in the past year or 
o, these bonds are approaching the time 
when, instead of a fair or high rating, 
they will be entitled, should the road be 
onsistent, to a very high investment rat- 
ene. 

THE CURRENT RECORD 

The Transportation Act of 1920 pro- 
vides that the railroads shall be allowed 
to charge rates for their services that will 
permit them to earn six per cent. on their 
property value, the latter to be fixed by 
he Interstate Commerce Commission. 


A few of the railroads to the end of 
May show rather favorable results, not- 
withstanding the handicaps of high operat- 
ing costs and business depression. Among 
these, the St Louis Southwestern stands 
out in high relief. 


A method which gives the observer a 
eal basis for estimate of. the earning 
wer of the various railroads has been 
devised which shows what each road is 
doing by way of earning the six per cent. 
allowed under the law. If the road is 
earning the full amount, then it is said to 
be earning 100%. If it is going above the 


full quota, it is in specially favorable posi- 


i 
+; 


10n,. 


St Louis Southwestern’s performance is 
here given for the first five months of the 
irrent year, month by month, proper al- 
vance being made for seasonal varia- 
ns in traffic volume and other diverg- 
s, the figures being after deprecia- 


Feb. March April May 
1.63 def. 142.06 112.16 129.75 


this road can make such a favorable 
ing under the present difficulties. -of 
rse the reduction in operating ex- 
es by means of expedients in economy 
unt for it—there is reason for believ- 
that the future of the obligations of 
road is very bright indeed. When the 
ney which is looked for in the bond 


ly 25, 1921 


ST. L. S. W. TERM. 5s 


ST. L. S. W. CON. 4s 








oT AN y 


‘ SA : 
2 



















market materializes, these bonds should 
give a very good account of themselves. 
x * * 
ST. L. S. W. TERM. 5s 

The St. Louis Southwestern terminal and 
unifg. 5s, due 1952, are selling at about 
65, which gives a yield to maturity of 
about 8.10%. The bonds are outstanding 
in the amount of $8,155,000. They are 
well secured by a direct or collateral lien 
on 1,375.40 miles of road and are further 
secured by stocks and bonds of subsidiary 
companies. 

x * * 
ST. L. S. W. CON. 4s 

The first consolidate 4s, due 1932, are 
obtainable at this writing at about 62, 
which affords a yield to maturity of about 
9.65%. The bonds are outstanding in 
the amount of $21/591,750 and are closed. 
They are a lien on 1,375 miles of pro- 
ductive road and by stocks and bonds of 
subsidiaries. The bonds underlie the 
terminal 5s, sufficient of which are re- 
served to retire this issue. 


Both of the above bonds are given what 
is known as the Baa rating, which puts 
them in the class of mid-way bonds that 
are working toward a higher plane and 
that will be given the higher rating when 
the earning power of the road seems to 
justify it. In view of what has been 
shown above regarding the performance 
of this road in the first five months of this 
year, it would seem that these bonds are 
entitled to consideration as bargains. 

sideniitiihctmaiiee 
Prices Dropping 

Cable advices to the Federal Reserve 
Board from the Government of France 
estimate a decline in wholesale prices in 
that country in June of 2 per cent. and a 
drop in retail prices of 16 per cent. It 
was shown that the index number of re- 
tail prices in France has dropped from 369 
in June of last year to 312 for the same 
month this year while wholesale prices 
dropped from 569.6 to 374 for this year. 

‘simndideiliiaiis 
Business Growing 

In its first public statement of earnings 
the Schulte Cigar Stores Corp. reports 
that for the first six months of the cur- 
rent year business totalled $9,532,000, com- 
pared with $7,450,000 for the similar pe- 
riod of 1920, an increase of approximately 
28 per cent. 

Se ee 
Pay Off Issue 

Liggett & Myers Tobacco Company has 
maturing on December 1, next, $20,000,000 
of three-year 8 per cent. notes and it is the 
intention of the directors to pay off the 
entire issue. No consideration has been 
given to any plan for refunding all or even 
part of the issue, it is stated. 
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Foreign Exchange 
Explained 


Our latest booklet (fourth edition) 
“Foreign Exchange Explained” 
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MONEY and BANKING 


By “MONETA” 














BANK RATE CUT 

On Wednesday last there was made the 
third reduction in the rediscount rate by 
the New York Federal Reserve Bank, 
since the 1921 peak. The same action was 
taken simultaneously by the Boston and 
San Francisco Banks. The rate was re- 
duced from 6% to 5%% on all three 
classes of eligible paper. 


The action of the reserve banks was 
looked upon as entirely logical, in view 
of the very much improved position of the 
banks. The rediscount rate is going down 
by easy steps in keeping with the steady 
advance in total reserves it deposits and 
federal reserve note circulation. 


In the financial district this third lower- 
ing of the rediscount rate was greeted as 
a further decided recognition on the part 
of the officials of the complete change in 
the financial situation. It testified to con- 
fidence in the easier conditions that are to 
be observed all round and which is re- 
flected in the banks own figures in com- 
parison with those for the corresponding 
period of 1920. At this writing, the total 
gold reserve now held amounts to $830,- 
498,327 as compared with $522,977,000 on 
the same date a year ago. 


Simultaneously with the announcement 
of the reduction of the rediscount rate in 
New York, Boston and San Francisco, 
came dispatches from London to the effect 
that markets there are idle but are dis- 
playing a much firmer tone, largely on ex- 
pectation of a lower bank rate. There are 
varying opinions on this subject in the 
British capital, many regarding the sug- 
gested reduction as undesirable. It is 
recognized by most that a lower English 
Bank rate might improve the industrial 
atmosphere in that country and serve to 
melt the frozen credits that at present are 
a source of worry. At the same time 
there are those who believe that a reduc- 
tion in the rate would also stimulate in- 
dustrial activity in competing countries. 
Notwithstanding these divergences of 
opinion, however, authorities consider a 
change entirely probable in the very near 
future. 

* * & 
CROP FINANCING 

According to banking authorities in 
Montreal, the financing of the Canadian 
wheat crop this year most probably will 
be largely undertaken by London financial 
houses and banks, as it is believed that 
New York will be unable to furnish ac- 
commodations for the movement of the 
surplus as it has done in previous years. 
At any event London is preparing to meet 
the call. In Montreal the switching of 
the responsibility for financing Canada’s 
crops will be largely the result of the new 
American tariff which Canadian’s believe 
will force the marketing in Great Britain 


of a much larger portion of their crop 
than in former years. 


The expected call on London’s resources 
is being translated into the Exchange 
market where the sharp downward move- 
ment of sterling in New York ,resulted 
around mid-week last. Undoubtedly the 
possibility of such a heavy draft for 
financing on London must be one of the 
leading factors in depressions of the 
sterling quotations. Many are looking 
for a further drop in the pound sterling 
this fall. 


* * * 


GOLD POURS IN 


Last week gold continued to pour into 
New York and there were visible no indi- 
cations of a let up. Bankers expressed 
themselves as of the opinion that it would 
continue well into the Fall months. French, 
Dutch and Colombian steamships arrived 
carrying their load’ of the yellow metal, 
and many other vessels are reported en- 
route with consignments shipped from 
London to Kuhn, Loeb & Company and 
other local banks. 


* * * 


GAIN IN CASH RESERVES 

A reduction of $39,200,000 of Federal 
Reserve note circulation, a further gain of 
$11,800,000 in cash reserves and a slight 
decrease in deposit liabilities are shown 
in the Federal Reserve Board’s weekly 
bank statement issued as at close of busi- 
ness on July 20, 1921. The bank’s re- 
serve ratio shows a rise for the week from 
61.6 to 62.5 per cent. 


All classes of earning assets show re- 
ductions for the week: Bills secured by 
Government obligations, by about $9,000,- 
000, other discounts, by $8,800,000; ac- 
ceptances purchased in open market, by 
$1,200,000, and treasury certificates by 
$15,600,000. Total earning assets show a 
decrease of $35,400,000 and on July 20 
stood at $1,964,200,000, or about 40 per 
cent. below the total reported at the close 
of last year. 


Of the total holdings of $609,800,000 of 
paper secured by United States Govern- 
ment obligations $396,500,000, or 66.0 per 
cent., were secured by Liberty and other 
United States bonds, $161,400,000, or 265 
per cent., by Victory notes, about $3,000,- 
000, or .5 per cent., by Treasury notes and 
$48,900,000, or 8.0 per cent., by Treasury 
certificates, compared with $397,700,000, 
$18,800,000, $3,200,000 and $59,200,000 
shown the week before. 


Discounted bills held by the Boston and 
New York banks include $49,700,000 of 
bills discounted for the Richmond, Minne- 
apolis and Dallas Reserve Banks, com- 
pared with $46,900,000 the week before. 
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The Foreign Field 
(Concluded from page 138) 


s a result may be more ready to facilitate 
trade with Russia based upon payment in 
Russian gold. 


Financiers and bankers in London ex- 
press doubt as to whether or not there wiil 
be much advantage taken to establish the 
ownership of the gold which the Soviet 
might exchange for British goods. Mean- 
while there is considerable speculation in 
London as to the possible attitude of New 
York as to receiving the Russian metal as 
ultimately it would be shipped to America. 
Merchants and bankers are wondering if 
it would be accepted. 


ee. = *& 


ITALIAN SENATOR’S VISIT 

Prof. Tommaso Tittoni, ex-Minister of 
Foreign Affairs, and President of the Sen- 
ate, has been invited to deliver a course 
of lectures at Williams College with a 
view to creating better sentiment for Italy 
among Americans. He stated recently that 
he would not touch upon the question of 
the League of Nations unless other lec- 
turers mentioned it. As the League is a 
question which divided the two great 
American political parties, Signor Tittoni 
said he might be misunderstood and create 
the appearance of interfering in an inter- 
nal controversy of the country giving him 
hospitality. However, as he has partici- 
pated in the work of the League and seen 
its mechanism in action at close range, he 
might discuss in private conversations his 
conceptions of its deficiencies and of the 
reforms which might be introduced into 
it, reforms which, in his opinion, would 
fully satisfy the American point of view. 


SAVINGS IN ITALY 
The saving habit has grown in Italy, ac- 
ording to the Banco di Roma, which has 
provided the writer with figures which 
reveal the progress the country has made 
thus far over 1920. The figures up to 
bruary show as follows: 


leposits, Dec. 31, 1920..Lire 6,825,640,445 


Dep. end Feb., 1921.....Lire 434,273,925 
(MET ee ee ans Renee. 7,259,914,370 
Withdrawals :.......0..s.-. 182,527 ,234 


7,077,387 ,136 


THE EXCHANGES 


\t mid-week last there was an antici- 

ted recovery in foreign exchanges which 
was a natural sequence to the previous 

ere reaction. Trading was very quiet 

the advances in sterling were very 
derate. 


Ine notable development in the past 
ek was the renewed weakness in the 
\rgentine Exchange. It is the opinion 
{ bankers interested in South America, 
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that conditions in Argentina are not show- 
ing the improvement that was expected. 
In fact, many aver that they are a little 
worse than they have been. Exports from 
the Argentine have been failing to show 
any increase of late, while large quanti- 
ties of goods are being imported from Eu- 
rope. There are vast quantities of Ameri- 
can merchandise still waiting acceptance 
by Argentina merchants. Notwithstanding 
the present situation and the softness of 
the Exchange, Latin American bankers in 
New York voice optimism. But they are 
not unwilling to qualify their confidence 
by the assertion that at present it is only 
possible to guess at the outcome. It may 
be mentioned that the operations of specu- 
lators at all times have had a material 
influence upon the trend of Argentine ex- 
change. 


FOREIGN BUSINESS 

Such improvement as there has been 
in business and trade in this country has 
not been duplicated in July, according 
to a prominent New York investment 
house which has specialized of late in 
foreign affairs. Prices have been deflated 
abroad which has been followed by ex- 
tensive trade depression. But liquidation 
has not as yet made its proper impres- 
sion upon the condition of Central Euro- 
pean bankers. The increasing of gold re- 
sources has been prevented by the heavy 
debts owed by many of these countries to 
the United States, arid governmental re- 
quirements have impeded note circulation 


reduction. The gold holdings of England 
and France and Germany show but very 
small change from the figures of a year 
ago. 

* * * 


BRITISH TRADE 


The adverse balance for Great Britain, 
according to the statement of six months 
current trade, is down £145,086, or 50 per 
cent. from the total of a year ago for the 
corresponding period, Imports fell some 
£481 and exports £335,698. It is noted that 
neither the London domestic market nor 
the investment bill market suffers from 
any money shortage at the present time. 

3ritish imports and exports for the six 
months of 1921 and 1920 follow, the last 
three figures being omitted. 








1920 
Imp. Exp. Balance 
June ..:.. £170,491 £136,476 £34,015 
Ei tcn:s.9- on 186,414 139,569 46,845 
April 167,154 126,659 40,495 
March ..... 176,000 111,680 64,320 
February ... 170,434 108,567 61,867 
January .... 183,342 131,344 51,998 
Totals ....£1,053,835 £754,295 £299,540 
1921 
Imp. Exp. Balance 
Lee £88,180 £45,230 £42,950 
We. sea~ xs 86,308 50,320 35,988 
Sr a dains 89,990 68,380 21,610 
March ..... 93,740 75,680 18,060 
February ... 96,973 76,276 20,697 
January 117,050 102,711 14,339 
Totals .... £572,241 £418,597 £153,654 
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Standard Oil 


(Continued from page 132) 


that might be only another argument for 
a still heavier tariff on fuel oil and re- 
fined products, if we “viewed with alarm” 
the development of in other 
parts of the world. 

The facts are just the reverse. We 
do not “view with alarm,” but indeed wel- 
come, the upbuilding of refineries in other 
parts of the world. 
tariff on 


refineries 


To clap an import 
fuel oil would 
kill the very gosling we are trying to 
fatten! 


crude. oil and 


President Harding asked Congress to 
strike out the proposed oil tariffs, and last 
week the House of Representatives did so 
by an overwhelming vote of 196 to 86. He 
made no mention of the false bugaboo of 
viewing with alarm the driving of re- 
finery business abroad. Quite the con- 
trary, he lucidly showed how American 
capital had been encouraged to invest 
abroad, and was being and would be en- 
couraged to so invest in oil abroad, as 
one means of preventing too rapid ex- 
haustion of our own oil reserves in the 
United States, and as a further means of 
supplying strategically located refineries 
and depots over the seven seas for our 
fleets, merchant and military. 


HIGHER PRICES 
Would it not be a foolish kind of states- 
manship to invite our capital to develop 
oil fields abroad for us, and then when 
their hands were deep down in their 
pockets digging up the money, swat ’em 
in both flanks and the rear with an im- 
port tariff in this country, and export 

tariff in Mexico and abroad? 


Ne import tariff in the world could 
possibly revive demand for fuel oil, lubri- 
cants, etc. To that extent the import 
tariff could not possibly help the crude 
oil producer in this country. It could not 
conceivably influence the conditions which 
are at the bottom of sloth in the crude 
oil industry. It would only add to prices 
the consumer would have to pay, hasten 
depletion of our own oil resources, and 
handicap setting up depots abroad as 
auxiliary reserves for the oil we need. 


The Government of Great Britain took 
a great step ahead in 1919 when it ac- 
quired control of the Royal Dutch-Shell 
combine. This is Standard Oil’s historic 
rival President Harding has displayed 
equal or better statesmanship, and less 
expensive to the Government, when he in- 
vites and backs up private capital to de- 
velop foreign oil fields for us, to augment 
and preserve our own oil resources, and 
supply our necessary depots abroad. 

Instead of viewing with alarm the de- 
velopment of refineries abroad, the lead- 
ing American oil companies already have 
refineries or topping plants abroad in 
Mexico, and contemplate others. Stand- 
ard of New Jersey has one at Tampico. 
The Government of Mexico has for years 
wisely placed an export tax on unrefined 
oils. Partly this was to raise needed rev- 
enue. Partly it was to build up the refin- 
ing industry within Mexico. In both, 
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Mexico has succeeded. The world-wide 
economic saving must be apparent in hav- 
ing such refineries in Mexico, where it 
mieans only one shipment of fuel oil or 
refined product to destination. Compare 
this with shipping crude oil to New York, 
New Orleans or Port Arthur, Texas, or 
England, and again re-shipping the refinery 
products to market perhaps back to the 
West Indies or Panama! 


One British company, the Mexican 
Eagle, stole a march on the oil world, 
when it enlarged one of its Mexican re- 
fineries, that at Minatitlan, Tehuantepec, 
to one of the largest all-around refineries 
in the world. Its strategic location at 
Tehuantepec Isthmus commands both the 
Atlantic and Pacific Oceans. Last year, 
control of Mexican L’agle was bought by 
Royal Dutch Shell (British Government). 
The British nropose a Tehuantepec pipe 
line to tie the Atlantic and Pacific Ocean 
in Mexico. 

Standard Oil Co. of New Jersey coun- 

(Concluded on page 156) 
——_O-——_—- 


Kernels 
(Concluded from page 133) 


Money and Banking 

Call money ranges from 6% to 6%% 
against 8% to 9% in the corresponding 
week of 1920.+- 

Time money ranges from 6% to 6%% 
against 814% to 9% in the corresponding 
week of 1920.+ 

Commercial Paper ranges from 6%4% to 
634% against 734% to 8% in the cor- 
responding week of 1920.+ 

Bank clearings for the week $5,644,214,324 
against $7,817.242,645 in the preceding 
week and $7,199.270.599 in the corre- 
sponding week of 1920.— 

Federal Reserve—Ratio of reserve to 
liabilities 61.6% against 60% in the pre- 
ceding week and 43.9% in the corres- 
ponding week of 1920.+- 





JULY INVESTMENTS 
SEVEN PER CENT. 


FROM 


NEBRASKA FARM 
MORTGAGES 


running from 3 to 5 years 
with interest payable semi- 
annually. 


In ordinary times these 
mortgages would return a 
much lower rate. 


Our recommendation is 
based on 38 years’ experi- 
ence, complete investigation 
and outright ownership of 
all loans offered. Non-fluct- 
uating — Non-speculative. 
Send for list. 


Equitable Trust Co. 


—Founded 1883— 
Capital, Surplus and Undi- 
vided Profits, $225,000.00. 

OMAHA, NEBRASKA 


Boston, New York, San Francisco and 
Philadelphia Federal Reserve districts 
‘reduce rediscount rate from 6% to 


5%%.+ 





Trade 

Duns Failures for the week 310 against 
256 in the preceding week and 139 in the 
corresponding week of 1920. 

Car Loadings for the week ended July 
9, 639,698 against 774,880 in the preced- 
ing week and 796,191 in the correspond- 
ing week of 1920.— 
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Nation’s Farm Loan Debt 


BY C. M. HARGER 


HE census bureau this week has 
first compilation of the kind in a decade. 


made a report of the farm mort- 


gage debt of the United States, the 


The figures are interesting but taken in 
connection with the state reports as they 


have been given out it seems that they are 


not complete—that is, many farmers evi- 
dently did not make a report—though 
they are valuable as giving an idea of the 


change since 1910. The report does not 
consider farms operated by tenants or 
managers, of which there must be many, 
but only land owned by the operator. Of 
these 1,193,878 reported a debt of $4,012,- 
711,213 as compared with 1,006,511 report- 
ing $1,726,172,851 in 1910. The value of 
the property on which the loans are based 
has grown from six to thirteen billion 
dollars or a little more than doubled, 
while the debt is over 132.5 per cent. 
greater. The ratio of debt to value is 
29.1 compared to 27.3 in 1910; the aver- 
age debt per farm is $3,361 compared with 
$1,715. But the average value per farm 
has grown from $6,289 to $11,536, increas- 
ing the equity from $4,574 to $8,175. That 
is, the average farm owner-operator has, 
despite his larger debt, twice as much 
equity today as ten years ago. The states 
reporting the largest amount of mortgage 
debt in 1920 was: Iowa, $489,816; Wis- 
consin, $354,574,391; Minnesota, $254,475,- 
222; California, $224,063,903; Missouri, 
$216,463,380; Illinois, $197,504,756. The 
mortgage debt increased 132.5 per cent., the 
value of the farms 117.6 per cent., and 
their number 18.6 per cent. Some rather 
startling figures are shown in the state 
reports as to the average debt, Iowa hav- 
ing an average debt on the farms reporting 
of $9,358; Nevada, $8,499; Nebraska, 
$7,042; South Dakota, $6,412; Illinois, 
$5,385; Kansas, $4,083; Oklahoma, $2,166. 
The interest rate varies from 5.1 per cent. 
in New Hampshire to 7.8 per cent. in 
Arkansas, the nation’s average being 6.1 
per cent. In six states the rate was less 
than 5.5 per cent., in 21 states from 5.5 to 
6.5, in 21 states, mostly in the South and 
Southwest, over 6.5 per cent. 


When we consider the land boom con- 
ditions of the past three years which had 
just passed their height when the census 
was taken in 1920 it is not surprising 
to find that the mountain states show the 
largest debt increase, population having 
sought the newer fields. Montana shows 
seven times as much debt as ten years ago. 
The South’s development is evident, not- 
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ably increases in Florida, Alabama, Ten- 
nessee, the Carolinas and Georgia, these 
states having increased their farm mort- 
gages about 200 per cent. It is interest- 
ing to note that no state has decreased 
its debt, Rhode Island ranking lowest 
with only 10 per cent. increase. That the 
prosperity of the farm section means in- 
creased farm loans is evident from the re- 
port. The demand for capital has grown 
with the larger operations of the pro- 
ducers and they are able to pay for this as 
a part of their business operations. When 
we see states like Kansas, Nebraska and 
Oklahoma steadily borrowing more funds 
it is not impressive but when also the old 
settled states like Illinois with a 70 per 
cent. increase and Ohio with 75.4 per cent. 
increase are shown in the report it indi- 
cates that the future will see no lessen- 
ing of the farm loan field. That we may 
safely add $2,000,000,000 to the farm mort- 
gage debt seems likely. The life insurance 
companies alone report more loans than 
the census gives as a total. It is evident 
that we must consider the total debt of 
the farms as far greater than these figures 
relate and the fact of an average value 
per farm of $11,536 is evidence of the 
amount of capital the farmer must have 
in these times. He used to get along with 
$6,289 and his working equipment is not 
included in the new figure. When we con- 
sider the present value of money, the in- 
vestment in the farm alone calls for an 
equivalent of about $1,000 a year in inter- 
est charge on the capital, in most cases 
much more because a vast number of small 
farms and much cheap land are included 
in the report. So the farm country is by 
no means in as serious a financial condi- 
tion as some propagandists would have us 
believe. The producer is using more capi- 
tal than ever but is paying for it and has 
apparently an abundance of security be- 
hind his loan. 
-—-—)-— - 
Baldwin Loco. Earning 
The refunding of the debts contracted 
by the railroads during Federal Control 
for improvement should mean the opening 
of railroad equipment purchasing, accord- 
ing to those who have studied the situa- 
tion. And because a plan of funding has 
been recommended by President Harding, 
and because there is a belief that it will 
be carried out, the makers of locomotives 
and railroad cars are looked upon as 
“good risks.” Baldwin early last week 
was rather active and moved forward 


sharply, largely on the strength of the 
possibility of early railroad purchases. 
Another item of news which gave a fillip 
to the stock was the report of the earnings 
for the first six months of this year, 
which were said to have been much better 
than those of the corresponding period 
last year. If these earnings should be kept 
up to the close of 1921 it is stated that 
the company would earn close to $1,000,- 
000 more than in 1920, or at the rate of 
approximately $15 per share. 
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Profits? 
(Concluded from page 126) 
stock, and besides, over 55 millions went 


into plant gains. Hence large borrowings 
in 1916, and necessary further borrow- 
ings in 1917, when, instead of working 
down the piled-up inventories, they further 
piled up an additional $32,552,000 in 1917, 
and still another $8,545,000 profits in 1918 
represented goods on the shelves, besides 
$55,019,000 new plant gains in 1917 to 
swallow up profits and borrowed capital. 


That explains why $159,225,000 had to 
be raised in 1916-7-8 in net new borrow- 
ings and new capital. 


No less than $62,077,944 is the net 
growth of inventory account in six years. 
It stood at $11,130,734 at the end of 1914. 
The books show $73,208,678 to start 1921. 
In other words, $62,077,944 of the profits 
of six years represent goods on the shelves, 
to help finance which heavy increase in 
funded debt was necessary. 


The heavy depreciation in market value 
of the $73,208,000 inventories in 1921 will 
wipe out of existence a sizable slice of the 
paper profits of six years past. It further 
emphasizes the ephermeral nature of pa- 
per profits when unsold goods and mate- 
rials on the shelves are marked up at 
fancy prices, and the “gain” is called profit. 


I have just pointed out that Bethlehem 
had to go deep into debt to carry $62,077,- 
000 inventory gains and $154,676,348 net 
plant gains, and that the price slashing of 
1921 will wipe out a large slice of the 
inventory gains. Worse again, there fall 
due in 1922 and 1923 large debts incurred. 
In 1922 must be repaid $11,780,000 of those 
borrowings, and $22,366,000 matures in 
1923. On top of poor business this year 
comes debts to pay for “eaten cake.” That 
says nothing of $12,500,000 a year bond 
interest and preferred dividends which 
must be found each year, or three times 
the average yearly profit (profit even be- 
fore depreciation) before the war! 

Because of increase in bonded debt and 
capital stock, Bethlehem must earn about 
$15,700,000 profits this year, net after de- 
preciation, to meet 5 per cent. dividends on 
the common stock. That is nearly four 
times the average yearly profit for ten 
years before 1915, net before deprecia- 
tion. 

Although 5 per cent. common dividends 
require only $2,993,100 a year, about $8,- 
900,000 ahead of that is required this 
year to pay bond and note interest, and 
$3,443,000 preferred dividends. About 
$380,000 funded debt matures this year— 
total $15,716,000. 


The company is let off easy in 1921 as 
to paying off matured funded debt, but 
in 1922 and 1923 must meet very heavy 
maturities, in addition to current interest 
and preferred dividends. The bond and 
note debts which mature in 1922-23 are 
indicated in the small table. New financ- 
ing will be necessary, whether business im- 
proves or not. On the extent and na- 
ture of the new financing, and the im- 
provement in business next year, depends 
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much of the future of the stock. It would 
seem that $12,500,000 a year in bond inter- 
est and preferred dividends, all ahead of 
the common stock, and three times the 
pre-war total yearly profit, is a heavy load. 
Bethlehem has yet to demonstrate its abil- 
ity to bear this load under competitive 
conditions after the war, in the steel trade 
at home and abroad. 
—_o—— 


Standard Oil 

(Concluded from page 154) 
tered by acquiring a sphere of influence 
near the Panama Canal zone in Colombia. 
It proposes to build a refinery at the sea- 
port of Barranquilla, Colombia, not far 
from the Panama Canal. Last year the 
International Petroleum Co. (controlled 
by Imperial Oil Co. of Canada, which is 
in turn controlled by Standard of New 
Jersey) bought the De Mares concession 
in Colombia, which carried with it inci- 
dentally, domination of the oi! situation in 
Colombia, where it beat out the Royal 
Dutch-British interests. The International 
has for many years been the most im- 
portant oil producer in South America (in 
Peru), refines at the Vancouver, B. C. 
Canada) works of Imperial, and markets 
along the west coast of South America. 
This year it is drilling twenty-five test 
wells in Colombia. 


NEW DEVELOPMENT 
Another possible feeder to the proposed 
Barranquilla refinery is in Venezuela, 
where Standard Oil Co. has entered into 
working arrangements with Maracaibo Oil 
Co. to develop some of the latter’s conces- 
sions in the Gulf of Maracaibo basin. 


The Imperial has become the most prof- 
itable of all the Standard of New Jersey 
foreign or domestic units (except the tank- 
er fleet in 1919-20). The International 
business in South America has helped the 
Canadian Imperial. Only a forty-six per 
cent. stock interest in Imperial is held by 
Standard of New Jersey. It is obviously 
good business to augment the South Amer- 
ican and Caribbean business by a more 
strategically located refinery near Panama 
Canal. 


Such a refinery would be nearer to both 


production and principal markets than 
far-off Canada, or United States. Inci- 
dentally, too, West India Oil Co. (the 


third most profitable subsidiary of Stand- 
ard of New Jersey next after Imperial and 
Standard of Louisiana) would be bene- 
fitted by a Caribbean refinery of Standard. 
Incidentally, too, if Standard of New 
Jersey built the proposed Barranquilla re- 
finery, it might exercise a greater meas- 
ure of control of this business or of In- 
ternational, than via its forty-six per cent. 
interest in the Imperial. So long as the 
British government retains control of 
Royal Dutch-Shell and fights and hampers 
Standard at every turn, too great depend- 
ence on Imperial or other refineries lo- 
cated in Canada or in British possessions 
might ultimately prove unwise for Stand- 
ard. If Colombia develop favorably as 
to oil, the Barranquilla refinery seems cer- 
tain. It seems a probability whether Col- 





ombia develop favorably, as an oil fro- 
ducer, or not. 


Sinclair and Texas Co. have similar 
problems, and huge financial commitments, 
in the development of Mexican, South 
American and Caribbean, and other for- 
eign fields, where they are developing ar 
oil industry for America. Would not an 
import tariff have been asinine? 

——- -QO-— 


Market Behaves Well. 


(Concluded from page 131) 
rocked it and precipitated a bad spill. Th: 
resultant situation is that, were the spirit 
willing, the flesh was weak, so far as 
engineering any wild speculation is con 
cerned. The public is out of the market, 
not because its operations are restained, 
but on account of the lack of capital to 
engage in it. That people generally are 
of a hopeful mood is sadly ascertained by 
a canvass among one’s own. immediate 
acquaintances. Most of them will de- 
clare when asked that good securities are 
cheap but they do not buy, they assert, 
is because they unfortunately have not 
the available funds. 


It is’ well this situation prevails for it 
will aid materially in upbuilding credits, 
which is more essential for the moment 
than an active market. That the whole 
stock roster should hold up so well in 
spite of the prevailing dulness can be con- 
strued as an indication of returning 
strength. Were this not the underlying 
influence of the market its apathethic : 
tendencies would work hand in glove with 
bearish speculators. 

The credit situation is easing rapidly. 
This fact is also apparent from the further 
reduction in discount rates by the various 
Federal Reserve Boards. They have cut 
their rates now for the third time. 

Let this convalescence proceed. By Fall 
it will have so far progressed that the 
future can be faced with the extremest 
confidence. Then we shall be out of the 
woods, out again in the clear country, 
where there will be less obstruction of 
human vision and its ability to commit 
itself more freely for future undertakings. 

We shall also be much better off and 
physically much stronger for the purging 
we have undergone. 

a nee 
New Publication 

Robert R. Reed and Lester H. Wash- 
burn of the New York bar have recentl) 
compiled a very comprehensive summary 
of the “blue law” legislation of the various 
States in which the difficulties and uncer- 
tainities of the interpretation and applica- 
tion of the numerous statues are ironed 
out and reduced to a workable state. As 
the present time thirty-seven of the States 
have established regulations governing 
the issuance of securities and the result is 
a complicated assortment of laws which 
are subject to considerable differences of 
opinion in applying. The present work 
codifies the labor of the legislatures in a 
clear and accurate style, with what is 
agreed an official interpretation of the 
laws. 


The Financial World 




















THE OUTSIDE MARKET 























PQMHE curb market during the week was extremely dull and without outstanding fea- 
tures of note. The oils displayed more steadiness than has been in evidence for 
some time. Glen Alden coal was in good demand and responded with a sizeable 

upturn. Bonds were strong following announcement of reduction in Federal Reserve 

rediscount rate to 54% per cent. 


INTERNATIONAL PETROLEUM COMPANY, LTD. 
Cameo Analysis, by “Horace Scope” 


Authorized capital, 20,000,000 shares, par $5, being 19,900,000 shares non-voting common 
stock, and 100,000 shares voting or so-called preferred stock; issued, 7,118,138 shares common, 
and 100,000 shares preterred. Controlled by Imperial Oil Co., Ltd., of Canada, which in turn is 
controlled by Stanaard Uil Co. of New Jersey. 

Organized August, 1920, in Ontario, Canada. Not to be confused with International Petroleum 
Co., of Maine, which operates in Mexico, and is in no wise related. Present « pany d 
the old company of same name incorporated in Canada in 1914 and operating in Peru and western 
South America two new shares equalling one old. Absorbed the Tropical Oil Co. in 1920, latter own- 
ing tne partly developed DeMares concession in Colombia. 

Business: Kepresents Standard Uil throughout west coast of South America, Panama Canal 
environs, and Coiombia. Most important producer in Peru, and in 1920 signed contract for three 
years, 1921-2-3, with only other important Peru producer to take latter’s output. Also engaged 
in marketing business tnrougn subsidiary West Coast Oil Fuel Co., Ltd., witn depots at Balboa, 
anama; in Peru, at Callao and Paytas; in Chile, at Pisagua, Iqueque, Tocopilla, Autofogasta, 
jaital and Valparaiso. Owns tanker fleet and charters others, jointly with Imperial Co., to and 
trom latter’s refineries at Vancouver. Feru production 266,923 tons in 1920 versus 248,554 tons 
in 1919, 

Much public misconception regarding Colombia enterprise. Concession conveys oil, mineral 
and timber rights on Z million acres, 3,v00 square miles, located 400 miles up Magdalena River 
irom sea. ‘lropical Co. drilled three small producers, demonstrating high grade oil, and built 
small refinery tor local trade, as required by concession. No sizable production, pipe-line to the 
sea, nor refinery tor outside trade exists. Company proposes to drill 25 test wells, and has 
bought small isiand at mouth of Magdalena River near Barranquilla seaport as supply base. 
When and if “‘pay oil’? be struck, over $20,000,000 cash outlay would be required to commercialize 
it—to be spent in roads to haul in equipment, wells, pipe-lines and refinery. Principal present 
value political and strategic, carrying oil domination in Colombia, adjacent to Panama Canal. 

Earnings and Profits: No report since 1917. The old International reported $1,009,018 net for 
1917 versus $905,615 for 1916. Finances unknown, no balance sheet since 1917. The old Interna- 
tional raised $6,767,000 cash in March, 1920, by offering 1,353,401 new shares common at $5 par, 
one share new for one share old. Nearly 12,800,000 shares present treasury stock available for 
similar financing, when and if needed. 

Dividends: Iwo initial payments, 50c each, in January-December, 1918, by old company, two 
more in 1919 (June-October), one February, 1920. Initial dividend on new stock 25c, paid January 
3,.1921. Rate of 25c., when and if maintained twice a year, requires over $3,500,000, or 342 times 
total book profits of 1917. 

Share price: Old stock, only 1,253,401 shares, averaged around $16 a share, or less, 242 years, 
1917-8-9, high 21, low 1142, soared to 49 high in late 1919 boom preliminary to “melon” cutting 
March, 1920, after which shares dropped to 22. New stock sold at 1842 high in 1920, broke under 
ll, in July, 1921. High at 1842 represented over $130,000,000 valuation, manifestly ’way too high 
for present developments, or any possibilities in near future, compared with $20,000,000 or less 
valuation in years 1917-8-9. 





This is the lowest-priced, per share of 
all Standard Oil stocks on the market. 
The price and the large number of avail- 
ble shares account for the popularity. 


ing up a 3-year contract to take entire 
output of Lobitos Oilfields Co., Ltd., its 
only important rival in Peru. 


The Colombia venture is a sure liability 
and heavy expense now and for years to 
come, rather than an asset. It may 
develop richly, but if so, that remains yet 
to be proven. Similar high grade pools in 
Tehuantepec were only small producers 
and short-lived. The Colombia conces- 


Since 1916 the Peruvian government has 
raised one obstacle after another, and re- 
tarded fullest development. Whether 
Standard Oil’s rival, the Royal Dutch- 
Shell combine, had a hand in the game, or 
the British government which since 1919 


controls Royal Dutch, is a moot question. 
The operating subsidiaries in Peru are 
british corporations. Also British are the 
independent Peruvian producers. It is 
significant, maybe, that about 1916 came 
the famous British order-in-council which 
imed to secure at least two-thirds British 
control and domination of British oil 
corporations. 


[In 1919-20 Standard Oil (International) 
‘ole a march on its British rivals by se- 
iring the DeMares_ concession in 
Colombia. Indirectly with that went 
political and = strategic oil control of 
Colombia and Panama Canal environs. 
‘his was followed by International sign- 


sions are of value to Standard Oil for 
their political and strategic position, and 
particularly because Standard paid no cash 
for them—only a quarter stock interest, 
approx. in the new company. 


About $85,000,000 valuation at $12 a 
share looks rather high. When and if 
Colombia develop favorably, the new ex- 
pense necessary thereto, reasonably assures 
that the bulk or all of the 20,000,000 
shares of stock will be outstanding, if 
new financing be, as usual, by offering 
treasury stock at par, $5. If Colombian 
developments be unfavorable, or too ex- 
pensive for results obtained, present prices 
would most assuredly be too high. 





These cameo analyses of outside securities appear regularly in Tue FINANCIAL 
ORLD, They should be read, cut out and saved for future reference, by every investor, 
ker and banking house. Durant Motors, U. S. Distributing. Corp., Radio Corpora- 
n of America, Boston-Wyoming Oil, Nipissing Mines, U. S. Light & Heat, American 

'Vriting Paper, Carib Syndicate, and United Eastern Mining companies have preceded 
us analysis. Send for them if they are not already in your files. 
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Activities In Oil 


The low price for crude oil which have 
of late become a subject for serious dis- 
cussion and the decrease in the value of 
lands in the leading oil fields of the coun- 
try appeared to have had a stimulating 
affect upon seekers after leases, according 
to those who are in close touch with the 
situation. It is stated on, by what is 
assumed to be good authority, that many 
American companies are accumulating re- 
sources, and that a number of foreign 
corporations have been negotiating for the 
acquisition of oil lands in the United 
States. 


There was strengthening in the securi- 
ties of Cities Service Company when 
former English stockholders who sold their 
securities prior to the war began to buy 
them back. It appears that the latter are 
in nowise disturbed because of the recent 
developments in connection with this 
property, but realizing the strength of the 
company’s inherent position and its com- 
mand of resources and supply, have sought 
to put themselves in a position to reap the 
benefits which they no doubt believe will 
come when the oil situation has reached its 
adjustment completion. 


The course of gossip carried with it a 
report to the effect that the Royal Dutch 
group has been purchasing recently, stock 
of the Union Oil Company of Delaware, 
and that it is also contemplating extensions 
of interests in Venezuela. The Standard 
Oil Company is known to have been quite 
active in the mid-Continent district. Ac- 
cording to authorities great quantities of 
crude oil have been accumulated by 
various storage centers. 


——_O—_—_ 


Ford—Wabash 

A report has been current in the finan- 
cial district to the effect that Henry Ford 
has been carrying on negotiations for the 
purchase of a portion of the Wabash Rail- 
road properties. This was denied last 
week by the chairman of the railroads 
board, who declared that the management 
would not consider under any conditions 
the sale of only a part of the road. In 
addition, he asserted, that so far there has 
been absolutely no discussion of the sale 
of any kind. 

ee ed 
Coco-Cola Profits 

When Mr. Volstead’s prohibition law 
went into force there was a contingent in 
the financial district which immediately 
predicted enormous profits for the manu- 
facturers of coco-cola. And for months 
and months those who, encouraged by the 
predictions, purchased the stock, have been 
looking forward to the publication of the 
profits. Last week there was published 
an estimate of the net earnings for the 
first half of the current year, which totaled 
$1,672,989. This figure contrasted with a 
total of $3,089,298 in the corresponding 
period of 1919. The performance seems 
to indicate that all is not real that is 
promised. 
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To Reorganize Company 


Judge J. W. Macod in the United States 
District Court has ordered the sale of the 
assets of the Haitian American Corpora- 
tion, which: was placed in the hands of a 
receiver recently. Only one bid was re- 
ceived for the assets of the corporation 
which comprise the stocks and bonds of a 
steam railroad and electric light and power 
plant, a wharf company and a sugar plan- 
tation in Haiti. The bid was $650,000 sub- 
mitted by a syndicate composed of the 
Irving National Bank, the Fletcher-Ameri- 
can National and the Continental National 
Banks of Indianapolis and the National 
Exchange and Second National Banks of 
Baltimore. 


Counsel for the bankers announced in 
the courts that a new syndicate would be 
formed looking toward a reorganization of 
the company in which the noteholders 
and preferred stockholders will partici- 
pate. 


—o—— 
New Security Offering 


A local banking syndicate is offering a 
new issue of nine hundred thousand First 
Mortgage 8% Ten-Year Serial Gold Bonds 
Kokomo Steel & Wire Company, Kokomo, 
Indiana, maturing semi-annually, July 
fifteenth and January fifteenth, commenc- 
ing July fifteenth, 1922, in following 
amounts: Sixty thousand through Janu- 
ary fiftenth, 1924; Thirty-five thousand 
from July fifteenth, 1924 through January 
fifteenth, 1929; Sixty thousand, July 
fifteenth, 1929, through January fifteenth, 
1931; Seventy thousand on July fifteenth, 
1931. Denominations one thousand. Cou- 
pon bonds registerable as to principal. Re- 
deemable at one hundred five after 1923. 
Payable without deduction for Normal 
Tax up to two per cent. Secured by closed 
first mortgage on all property now owned 
or hereafter acquired. Total present net 
assets after giving effect this financing, 
three million three hundred ninety-eight 
thousand dollars. Net current assets equal 
one thousand three hundred sixty three 
dollars for each one thousand dollar bond. 
Earnings for past seven years available 
for interest, depreciation and federal taxes 
averaged more than ten and one-half times 
maximum interest charges this issue; net 
profits after all charges have averaged more 
than five and one-half times maximum in- 
terest requirements. 


—_o-——_- 


Cut Freight Rates 


Railroad freight rates all over the 
country should come down, declares Henry 
Ford. Ford just announced a 20 per cent. 
reduction in freight rates on his own 
railroad, the Detroit, Toledo & Ironton. 

“Prices on other things are coming 
down and railroad rates should come 
down in proportion,” said the manufac- 
turer. 

The elimination of wasted energies and 
unnecessary expenses enabled the road to 
cut its rates, Mr. Ford declared. 
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OPERATIONS STEADY 

A more steady tone of operations has 
prevailed in steel mills since the begin- 
ning of July, according to advices from 
trade centers. The basis of operation now 
is approximately 25 per cent. of capacity, 
whereas prior to the war the steel indus- 
try never operated at below 50 per cent. 
capacity. The trade, it is said, expects 
further improvement chiefly from the 
building construction demand for steel, but 
material demand from this source cannot 
be expected until wage costs are reduced 
still further. 


* * 


The market for crude rubber, accord- 
ing to trade authorities, has greatly 
strengthened recently and as a result the 
price of spot crude first latex crepe is 
now being quoted at 16% cents a pound. 
At this price, rubber is up one cent from 
last week’s high price and 5% cents above 
the record low of 11 cents a pound at 
which small tonnages were sold during 
the previous week. Notwithstanding 
higher prices, little rubber is being sold. 
This is explained, however, not so much 
to lack of demand but rather to an inclina- 
tion on the part of holders of the crude 
product to desist from disposing of their 
holdings. ‘These interests contend that in 
view of the fact that there is still a large 
amount of rubber purchased at higher 
prices held in this city and elsewhere, the 
price is destined to advance and they are 
selling the crude only when funds are 
needed to meet maturing obligations. 


* * * 


EXPENDITURES DROP 
The total Government expenditures dur- 
ing the fiscal year just ended dropped off 
$9,000,000,000, as compared with the pre- 
ceding year, representing a decrease of 
$1,387,000,000 in ordinary disbursements 
and a reduction of $7,846,000,000 in pay- 


ments on the public debt, according to 


the annual statement issued by the Treas- 
ury. 


Ordinary expenditures for the year 
amounted to $5,115,927,689, compared with 


$6,403,343,841 for the fiscal year of 1920, - 


while disbursements on the public debt 
totaled $9,182,027,170, as against $17,038,- 
039,723 in the previous fiscal year. 
* * * 
WESTERN BANKER NAMED 
W. W. Woods, vice-president of the 
First National Bank of Los Angeles, 


has been elected vice-president of the 
National City Bank of New York. 


Mr. Woods will take up his new duties 
about the middle of next month. His ap- 
pointment, it was explained at the bank, 
is in line “with the policy of the insti- 


i . . 
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tution of adding to its personnel bankers 
whe are familiar with and are personally 
widely known in sections far removed 
from Wall Street.” 

* * * 


WAGE CUT ANNOUNCED 

Baltimore and Ohio Railroad Company 
announced that the first general reduc- 
tion in rates of pay under the United 
States Railroad Labor Board decision, ef- 
fective July 1, will apply to the payrolls 
for the first half of July. Disbursements 
at the reduced rates were begun with the 


regular pay day ior the first period on 
Saturday last. 


These reductions, generally, are in rates 
per hour, and the percentage of reduction 
citective is dependent upon the number of 
employes engaged from time to time. Ei- 
fective as of the same date, the Baltimore 
and Ohio Railroad Company has arranged 
to reduce in like manner the compensa- 
tion of those general, division and other 
officers and monthly employes who, in the 
light of the higher cost of living, were 
granted increases in their compensation at 
or since May 1, 1920. 


While the wages of such officers and 
employes do not come under the decision 
of the Labor Board, it was deemed neces- 
sary, because of the general conditions 
which so adversely affect the revenues oi 
transportation companies, that such action 
be taken, notwithstanding it is recognized 
that during the period of inflation the offi- 
cers did not receive increases in their 
salaries at the times or to the extent gen- 
erally granted to many classes of officers 
and employes of industrial organizations 
nor in proportion to the increases granted 
from time to time to other classcs of rail- 
road employes generally. 

:-2 2 
GENERAL MOTORS 

Cadillac Motor Car Company, a General 
Motors subsidiary, is applying the finish- 
ing touches to its new plant, which covers 
nearly fifty acres. With the completion 
of the new manufacturing facilities the 
output will be increased more than 30 per 
cent. The company will now have an an- 
nual capacity of over 25,000 cars without 
the aid of night shifts. 

* * * 
BUSINESS AILMENT 

One of the things that ails business is 
indicated by the following official Treasury 
Department figures of our merchandise 
exports: 


re $928,379,203 
June, 1920..... seeeees 629,376,757 
SN. ME canis dninies 341,000,000 


Here is a loss of nearly $600,000,000 a 
month in two years in our sales to foreigi 
countries—$20,000,000 a day, Sundays in- 
cluded. 
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DIVIDENDS 





THE BORDEN COMPANY 
COMMON STOCK DIVIDEND NO. 52 
Regular semi-annual dividend of 4% has been declared 
on the Common Stock of this Company payable August 
15, 1921, to stockholders of record August 1, 1921. 
Books do not close. Checks to be mailed by the Bankers 
Trust Company, Dividend Disbursing Agents. 
SHEPARD RARESHIDE, 
Treasurer. 





OFFICE OF THE CONSOLIDATION COAL CO. 
New York, N. Y., July 5, 1921. 
The Board of Directors has declared a quar- 
terly dividend of One and a Half Dollars ($1.50) 
per share on the Capital Stock, payable July 
30th, 1921, to the stockholders of record at the 
close of business July 15th, 1921. The transfer 
books will remain open. Dividend checks will 
be mailed. 
T. K. STUART, Assistant-Treasurer. 


KELLY-SPR INGFIELD TIRE CO. 
\ Quarterly Dividend of TWO DOLLARS 
($2.00) PER SHARE on the Eight Per Cent. 
eferred Stock of this Company has been de- 
ired payable August 15, 1921, to stockholders 
record at the close ’of business August 


1921, 
Cc. P. STEWART-SUTHERLAND, 
Secretary. 
New York, July 5, 1921. 








WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 
\ Dividend of two per cent. ($1.00 per share) on the 
COMMON Stock of this Company, for the quarter end- 
June 80, 1921, will be paid July 30, 1921, to 
ckholders of record as of June 30, 1921. 
H. F. BAETZ, Treasurer. 
Yew York, June 18, 1921. 





$16,500,000 


REPUBLIC OF CUBA 


Four and One-Half Per Cent 
Gold Bonds Due 1949 
(External Loan.) 
ipons due August 1, 1921, of the above Bonds 
be pad on presentation at our office on and after 


“SPEYER & CO. 


w York, July 30, 1921. 








NOTE 


FOREWORD 








Intelligent and successful investing is based upon a thorough knowledge 
of security values. 


_ Such knowledge is _best acquired by reading constructive financial 
literature, prepared by individuals who are authorities on their subjects. 


Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects, published by reputable investment 
bankers, which we believe will be of interest and benefit to our subscribers. 


Below is a list of literature now available. 


To obtain any of the booklets write to the issuing houses and mention 


THe FrnancraL Wortp and the date in which the literature you desire 
was listed. 


ON BONDS : 


Rochester Gas & Electric Corporation General Mortgage 7s.—Cir- 
cular describing this issue. National City Company, New York. 


Province of Buenos Aires 5% Sterling Bonds of 1915.—Interesting 


letter describing this issue. Merrill, Lynch & Co., 120 Broad- 
way, New York. 


Oklahoma Gas & Electric Company Gold Notes.—Circular describ- 
ing this company, which is one of the largest in that state. H. 
M. Byllesby & Co., 111 Broadway, New York. 


Vicksburg, Shreveport & Pacific Railway General Mortgage 5% 
Bonds.—Interesting ‘circular describing this issue. Spencer 
Trask & Co, 25 Broad Street, New York. 


Short-Term and Public Utilities Yielding 7% to 8%.—Write for in- 


vestment suggestions. A. B. Leach & Co., 62 Cedar Street, 
New York. 


ON STOCKS 


e Selected Stocks.—Letter reviewing 22 carefully selected stocks under 


present conditions. E. W. Wagner & Co., 33 New Street, New 
York. 


Scientific Methods of Investing and Trading in Stocks.—A handsome 
booklet pointing out methods of income building and trading in 
Stocks, written by an authority on the subject. Rogers & 
Sullivan, 46 Cedar Street, New York. 


MISCELLANEOUS 


Bulletin of Banco di Roma.—lIssued by A erican representative, 


Rodolfo Bolla, 1 Wall Street, New York. 


Pacific Gas & Electric Company.—Circular showing favorable posi- 
tion of its various securities. W. C. Langley & Co., 115 Broad- 
way, New York. 


“The Index.”—Interesting booklet published by The New York Trust 
Company, New York. 


“An Investor’s Catechism.”—Booklet containing 63 questions and 
answers discussing the weak and strong points of various types 
of investments. Lawyers Mortgage Co., 59 Liberty Street, New 
York. 

Bank Rates and Bond Interest.—Write for circular giving details. 
Sonbright & Co., 25 Nassau Street, New York. 
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Representative active stocks as of close Friday, July 22, 1921. 33% 14% Kennecott Copper ..........-- 19% 18% 
Week’s Sales: Saturday, 117,200 shares; Bey A as 48l, 5% Keystone Tire & R............ 11% 11%, 
Tuesday, 309,125 shares; Wednesday, 333, shares ; urs- ‘ 27 

day, 279,213 shares; F riday, 287,600 shares. oaie sox este ney WN a sk Sky dea ad bg ee 
Prev. Fri- 36 1444 8 oR a 10%4 10! 
1920 Friday's day’s 112% 04 Louisville & N.......cccccccees 110% 114 
High Low Close. Close. 222 148 Mex Petroleum ............... 103% 1031 
6256 438% PA eee rrr 37% 38 71 10 Es sneer ai swon en 11 103; 
53% 261%, Allis-Chalmers .......cccccess 314 32 52 29 MOND TEODOR % onccccceccsscees 23 2 
103% ¢ Pee SO % me 7 ; age me ly Oe ee eee 11% 12y, 
61 21 BEA GOR cwcascncvesaececevvece 2556 27 o, Kan PE ccccccascee 2 21 
147% 111 BG CP ces cnces veces 125% 33 11 EE: lihitscboventerese’ 19 20° 
119% 30% Am International 33% 53 33 eer 371% 391 
109% 74 Am Locomotive 82% 17% 8 Nevada Con Copper........... 11 105 
17% 6% Am Safety Razor............. 4 4% 84% ae & a een 681% TO, 
Pst a” = —. _o. settee eeeeeeees oF =" | i N if i f re 175% 1814 
Settee eeeeeece = =O 105 POOTTOIE GE WORE. occ sccccccccce BF 95 
142% idle th 9d anaes ist we 95% 66% Northern Pacific .............. 71 734, 
% m Sum Tob..........+++++. - is 413 35 EE IS 34 85% 
10056 92% i re, Tn ce on ta ne see nee ns 103% 1044 116 eol, P A Pet & T 9 1 
283 SE. GREE swctrvekosneieeescnees 120% 120% ill | Gee tra gare sso tte" : 48% 
105% 55% Am Woolen... eseeeeees ol 0044 Me 0 SR Penn BR eects 8% BBE 
oe = _ yy BFE cosnrse veces eaee ores 36% 6% Penn Seaboard Steel ......... 1% 8% 
20% Atlante Irrutt “2000010000002 a 82% 15 PlereeAffow  sscsecccccscs dB) 1th 
, Gulf & W I.......---0ees au 23% 9 Sinan tancon tntanngres 7 75, 
148 78 Bald Locomotive ...........-- 72% 76 3914 21% Pitts & West Va.............. 27 271), 
48 27% Baltiniore & Ohio............. 37 385% 120 40 Punta Alegre 8...............- 27 291, 
102% 48% Beth 8S, Cl B......cccecceeceee 45% 46% 42% 30 MRE ab diet acdlteusvye ces 255% 251, 
8544 55 Cal Packing .........s.sssee0- 5744 57%4 103 64% rr eer rrr eee % 69 
46 15 Tit) ED. Sass wnenesesses 3414 3314 93 30 Replogle Steel .............. 18% 19%, 
134 109 Camadian POR .soscccvcsers 10814 112% 124% 55 ey NE conse tasess 5 45 
ot zi enteat Lapthor bg ORR Re -. Bo% 1205% 49 DR anion oie o.cl'o aiations 55 52u, 
erro de Pasco Co..........0. 2 . iyi 
164 59 Chandler Motor .............. 48% ta 15% St Louis-San Fran ........... 22% 247% 
70 47 ay idaidaaiaaeee 551, 49% 4 by 5 dt ooh 23% 24%, 
44% 21 (at, 0 & Ot P.......-..-.--- 27%, 4s IR OD vt} 35 
91 60 Chi & Northwest. . 641, we =v = gyabpemapunnnaneen “A 65% 
41 21% Chi. RI & Pac ret 90% 831% i - 3 aoe 371, 
it " ee tiermearee serecensss=+s sone 48% 20 Sinclair Con .Oll .............. 20 201% 
415% 16 Chino Copper ................ o3ig 118% 8814 OUEMOEM PREIS ccccevecccsess 751% TW, 
50 Columbia G & B 55 83% 18 Southern Railway ............ 19 201, 
14% 38% Continental Candy 5 eee ee % 5g 157% 144 Standard Oil, Stn as anes nee os 134144 133 
3 24 osden | face ae AE 7 2% 105% 100% Standard Oil N J pfd.......... 106% 1073 
43% 8, Cosden & C . A ky 
278 70 Crucible Steel ............00+- 5214 535% 118% 22% $Stromberg C .............++++- 30% 31 
59 161% Deen Cee BAPE... cccccecves 84 9% 128% 37% EE Dn 5.0% 56.5: 6:0:0.6;,9'0-6:9 79 IT% 
9 % Denver & Rio Granée.......-. BE 1 14 84 Submarine Boat ............-- 4% 4% 
147 47 Endicott-Johnson ..........+. 59% 624% 53 40 errr ere 3336 33% 
21% 91% DED Sei scsinecheesanenseaueews 12% 13% gex = ar ange ¢ » are Ry eo ae 1814 18\, 
95 40 Famous Play-L............-0: 464% 47 . ODRCCO EFOG ..csecececsereses 56% 
48 10 SIE .... ns oncoceeece 11% 12 oun Rh ee steeeeeeeeeeeees “a 7 
ge EEE ee 119% 
B * BA 4 ~~ ahaa te 120% =. 148 91 MINE 55254, oc.ccedecs 83 83 
OO aa ale tad ret 224% 176 United Bruit ........ecccceees 102 1041, 
91% 65 Che EA TEN. no ncdccevcces 675% 6914 4 ” 
42 127 Es ccchiansuscsate 10% 1056 96%4 5% United Ret Stores ............ 53 5456 
86% 27 og eer 297% 31 116% 585, ee Ds 0060940066 9e 000% 505% 
118% 55 ee eee ae 52 52% 143% 54% US Rubber .................+- 51 
9 Hupp Motor Car.............. 11% 11% om seit = : _ se eeeees 721 
{1% -28_——sImsptration Copper ........... 83% 3% 80% © 44% Utah Copper «..-.-..ssssscs. "4% 
26% 11% Int Nickel .................... 18% bt 97 28% Vanadium Corp ............... 28% 28%, 
91% 38% Se TRIE oo ciSecawaienscods se B31 80% 24% WM BINED CORON ss ninccin's scnccvens 25% 26 
47 19 I TE oc icciiete as cece 10% 101, 13 7 Wabash .... 0. e eee eee eee 7% 8 
1%, 4 Island Oil & Trans........... 2% 2% 35% 17 Wabash pfd A................ 56 21% 
~ 15% 85% Western Maryland ............ 9% 10 
27% 13% Kan City Southern............ 2% 26 551% 40 Westing B & M 41 
if 2 0 | PETES Ev cc cwscesceccees yw 43 Y, 
521 40 SS AS See 49 7 4 
152 251% Kelly-S Tire 49% 25% 13 ee aie iain gait ms eteresiine 75% 75% 
iy YH TIPO .nccccvcccsesseces 364% 8714 32 5 Willys-Overland§ ............. 7 7 
PUBLIC UTILITY SECURITIES a ES eee ae en 11%, 12% UM, NO oo a nec ddiewe Be als = 68 
H. F. McConnell & Co., 65 Broadway, New CEE EE Ce a ic a om Bra 12° 13 Youngstown Sheet & Tube com.. 55 65 
York City. Geneet Si00't O68: .........s000055 9 11 Youngstown Sheet & Tube pfd..104 110 
" ober N. Y. Stock ee a _ en eee St OB. cs sce on oui nsss 10 12 Sherwin Williams pfd .......... 90 92 
Security id. Asked. ig 2 Seer ee 13%, «54% Ohio State Telephone ............ 12 18 
(nme pine ¥ . a + pee tees = _ 8 gah my a ey 45% 46% Aesenene Gas . 2 eo 9 10 
Americ: it & _ | eer 5 g N Y, N : OE A SERS eee 2 BY, sburg SEA — 2 
Adirondack Pr & Lt com........ 9 11 Paris-Orleans 6s “ AE ite Wee ee a en Ws 64 66%, Standard Steel Car pi treet te als 500 600 
Adirondack Pr & Lt pfd........ 69 74 EMRE MS Ae TNs x 5Siv oa baie oacbwanbesn 62 66 Pittsburgh Steel ................ 90 5 
*American Gas & Electric com.. 99 102 INE Bs oh Sod 4 char sant 17% 19 
*American Gas & Electric pfd.. 36 37 y ies Ag ¥ i a “ 
creations Pr & Lt one. 7 . - aan 52 55 STANDARD OIL ISSUES Detroit Bdiese — Ibriess: hee 7 ae 7 fi , 
American Pr & Lt pfd.......... 63 67 Carl H. Pforzheimer & Co.. 25 Broad Street, Ford Motor of Canada CR 270 
estan New York City. ARNE PEO’ 2s o'v x vive v0 0s 00081 14 15 
*Par value, $50. Name of Company Bid. Asked. Packard Motor pf ....... 0.0.00. 66 68 
Anglo-Amer Oil Co Ltd........ 15 15% Paige Detroit Motors com...... 15 16% 
: Pe = a - 3 
EUROPEAN LOANS OF AMERICAN R. RR. AUST ag agen = — = Paige Detroit Motors pfd........ a2 66 
Maxwell B. Smith, 16 seaneninns 7 are Borne-Scrymser Company .... 340 360 ia a2 ck band aia 
id. Asked. Buckeye Pipe Line ............ 7s 80 
OO RE, Cee eens 47 8 Chesebrough Mfg Co Cons.... 160 180 DIVIDENDS DECLARED JULY 8-22 
French Victory 5s, 1916-31....... 61 62 Chesebrough Mfg Co Cons pfd 95 98 Rate Pe- Stock of Pay- 
— — 5s, ond see eee seees a ~{ Continental Oil Company ...... 103 106 PC re. 4 ed 
rene oO Ee... ee 7 7 -c. wo ecor abl 
i. ... 55 vcannets soa 6.6% 66 69 Amer Ex Natl Bank 3% 1 
Belgium a ee 69 72 OUT OF TOWN EXCHANGES Amer Radiator pfd. 1% ¢ —"s ons 15 
ge ro Pe nb ven cheese cancer al A Morton Lachenbruch & Co.. 42 Broad Street, — Radiator com.$1 Q Sept. 15 Sept. : 
meer 30%, 31% New York City. urns Bros pfd..... 1% Q July 21 Aug. 1 
azi SE Steak amicbe ahie estes 341, 351. i ske h, 
Brasil 5a 1808 th caeuepevad bei ’ 4 ‘i 12 Continental Bowers. on oe .s cece. Bs ™ ah Cleve Elec 11 Bon pfd :" 3 Ans. is Sent. 4 
Argentine 5s, 1909, large....... ; ee 63, Standard Gas & Electrie ........ RY 914, Corn Exch Bank. 5 Q July 30 Aug. ! 
Argentine 5s, 1909, small. 581 591, Commonwealth Edison .......... 95 105 General Asphalt pfd 1% Q Aug.16 Sept. |! 
ROARS Bh Oe BIB os 0 oss eve esas 40 41 Arepoer Teather ........cccccocs 121 12% National Bisec’t pfd..1% Q Aug.17 Aug. 3! 
Argentine Recission 4s. 41 42 ns ek, ee eee 24 25 National Bisc’t com. 1% Q_ Sept. 30 Oct. 15 
Japan 5s, 1907. evens narnent nes 551, 564 Diamond Match ................. 94 96 me tt pe Steel 1 pfd 2 Q Aug. 1 Aug.!: 
Japan 5s, 1910, franes........ m4 nd, Ne aaa tsg hig Sate oe haa eens 90 91 uperi 1 oe 
sa ia ae 68%; 69%, Dales Oo eer e 42 3 eo ateag ge § fa 3 3 g Fae 30 veey 1 
Japan 4s, 1931, large........ . 69 70 Goodyear Tire & Rubber com.... 11 12 Buckeye Pipe Line $2.00 Q Aug.23 Sept. | 
Japan Exchequer 58, 19238........ 89 91 Goodyear Tire & Rubber pfd.... 27 29 Gillette Safety R....$3.00 Q July 30 Sept. | 
ee So chek bbs ae beess bees 11% 12% Firestone Tire & Rubber pfd.... 65 7 Nat Cloak & Suit..1% 0 Aug. 23 Sept. 
Bremen 4s hee eer re ts ee 12 14 Fisher Body of Ohio com........ 18 19 Phila Co 5% pfd.. ‘$1 25 § Aug.10 Sept. 
I RENE Sa 6 saatira ws ante os ok a 14 Fisher Body of Ohio pfd ........ 61 63 Union Tank ear pfd. 1% Q Aug. 5 Sept. 
PROM Uo ca nc ems heen eae’ 12 13% Peerless Truck Motor ............ 25 27 Union Tank Car com 1%, Q Aug. 5 Sept. | 
ete 12% 138% de a” ee 14 17 Woolworth FW com 2 Q Aug. 10 Sept. 
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Combination Libraries 


Sometimes one wishes to get different viewpoints on the 
same subject. We have prepared a number of books 
to be used together. However, they may be bought 
separately or in the group. 


BOND BUSINESS (Bond Selling) WALL STREET 


Postpaid ea: Postpaid 
Human Side of Business— Stock Exchange from Within— ; 
my Peecerick Pierce .............. $3.15 By Van Antwerp .......-..-++++- $2.65 
Investment: (all viewpoints )— bee: of Seagal $3.65 
By David S. Jordan..............6. RO or. oi edelaaaelaaeaaaa ” 
ae The Stock Exchange— 
Investment Handbook: (buyer’s side)— 7 UF: 9 
Se We IS 6 5 os os once dacses $0.90 
ere $2.00 ALL THREE - $6.65 PP 
ALL THREE - $7.50 PP. ° aug 
HARTLEY WITHER’S BOOKS 
INVESTMENT BANKERS Postpaid 
Postpaid Sie iE IES, dino cas case crcacveswe $2 65 
Railroad Securities—Sakolsku .......... $1.90 oe a sect eee e ence ee eeees 29 - 
te ase for Capitalism ...................$2. 
Legal Aspects of Transfer of Securities Business of Finance................-05. $2.15 
I el a aaa ay gates eS $1.90 
I : re $2.65 
ve = Corporate Mortgages— War and Lombard St.................. $2.65 
i $1.90 Our Money and the State.............. $1.90 
Course in Stock Exchange Business. ..... $1.90 International Finance ................. $2.15 
Course in Corporation Finance.......... $1.90 Poverty and Waste ............-.00000- $2.65 


ALL FIVE - $8.75 PP. 


ALL NINE - $20.00 PP. 


and 


SCIENTIFIC METHODS OF INVESTING AND 
TRADING IN STOCKS 


By G. C. SELDEN 


TABLE OF CONTENTS 


Chapter 1—The Public and the Security Chapter 5—Method 3: Averaging an_ Invest- 


Markets. ment. 
Chapter 2—Visualizing Investments and Market Chapter 6—Method 4: Limited Averaging. 
Conditions. Chapter 7—Method 5: Using Stop Orders 
Chapter 3—Method 1: Investing for Income. Scientifically. 


Chapter 4—Method 2: Investing for Profit. Chapter 8—Suggestive Side Lights. 


Price $1.10 postpaid—paper cover 
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In handing you my check 
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ion to the*Financial World", 
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information it contains. Its 
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UR. mail bag, bulging 

with letters of apprecia- 
tion, bespeaks the confidence 
of our readers. No wonder 
then, that an average of 87% 
of our readers have renewed 
their -subscriptions for the 
past four years. 


Both subscriber and adver- 
tiser benefit by this truthful 
confidence. It pays to serve 
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